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CITIZENS COMMUNICATIONS COMPANY 

TEST YEAR ENDED DECEMBER 31,2001 
ARIZONA GAS DIVISION--COMBINED 

COMPARISON BETWEEN "RCM" and "COS INPUT" AT PRESENT RATES 

LINE 
# - 

Reference AMOUNT PER AMOUNT PER 
DESCRIPTION Or Factor RCM COS INPUT DIFFERENCE 

REVENUES-MARGIN 
REVENUES--COMMODITY COSTS 

$ 27,462,967 $ 27,462,967 $ 
47,821,700 47,821,700 - 

TOTAL REVENUES 75.284.667 75.284.667 

COMMODITIES 
OTHER PRODUCTION 
TRANSMISSION & DISTRIBUTION 
CUSTOMER ACCOUNTING 
SALES 
ADMINISTRATIVE AND GENERAL 
TOTAL OPERATING EXPENSES 

4 
5 
6 
7 
8 
9 
10 

47,821,700 47,821,700 
732,355 732,355 

5,102,243 5,102,243 
5,588,197 5,588,197 

15,184 15,184 
7,518,550 7,518,550 - 

66,778,229 66,778,229 

11 
12 
13 
14 

DEPRECIATION & AMORTIZATION 

TAXES OTHER THAN INCOME 
NON-PLANT AMORTIZATION 

TOTAL EXPENSES -- BIT 

6,080,032 6,080,032 
55,867 55,867 

4,742,422 4,742,422 
77.656.550 77.656.550 

OPERATING INCOME - BIT (2,371,883) (2,371,883) 

16 INCOME TAXES (2,926,738) (2,926,738) - 

17 NET OPERATING INCOME $ 554,855 $ 554,855 $ - 

18 
19 

20 

21 
22 
23 
24 
25 

26 
27 
28 
29 

PLANT IN SERVICE 
ACCUMULATED DEPREC lATl ON 

$ 226, I 1  8,342 $ 226,118,342 
(53,751,970) (53,751,970) 

NET PLANT 172,366,372 172,366,372 

ACCUMULATED DEFERRED INCOME TAXES 
CONTRIBUTIONS-in-aid-of-CONSTRUCTION ("CIAC') 
AMORTIZATION OF CIAC 
ADVANCES FOR CONSTRUCTION 
CUSTOMER DEPOSITS 

(5,713,762) 
(8,467;783) 
1,733,000 

(6,395,371 ) 
( I  ,8 12,850) 

968,58 1 
(40,001 ) 

(364,945) 
(3,205,923) 

(5,713,762) 
(8,467,783) 
1,733,000 

(6,395,371) 
(1,812,850) 

968,581 
(40,001) 

(364,945) 
(3,205,914) 

MATERIALS AND SUPPLIES 
WARM SPIRIT 
CARES 
ALLOWANCE FOR WORKING CAPITAL 

30 TOTAL RATE BASE $ 149,067,318 $ 149,067,327 $ (9L * 31 RATEOFRETURNATPRESENTRATES 0.3722 1 74% 0.37221 74% 0.0000000% 



CITIZENS COMMUNICATIONS COMPANY 

ARIZONA GAS DIVISION--COMBINED 

SUMMARY SCHEDULES 

SECTION A 
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CITIZENS COMMUNICATIONS COMPANY SECTION A 
ARIZONA GAS DIVISION--COMBINED SCHEDULE A-3 

Page 1 of 1 
SUMMARY OF CAPITAL STRUCTURE AND CALCULATION OF FAIR VALUE RATE BASE 

TEST YEAR ENDED DECEMBER 31,2001 
WITNESS Mason 

REVISED 9-20-02 
[ I  I [ 2 1  [ 3 1  [ 4 1  

0 
Line Original Fair 

# Description Ratio RCND cost Value 
Sch. B-I Sch. B-I [ I  1 * [ 2 1 o r [ 3 1  

CaDital Ratios of Citizens Communications Companv I b ]  

Year Ended 12/31/99 
1 --Debt 
2 -Preferred Stock 

50.20% 
4.72% 

3 --Common Equity 45.08% 
4 Total 100.00% 

Year Ended 12/31/00 
5 --Debt 
6 -Preferred Stock 
7 --Common Equity 
8 Total 

Year Ended 12/31/01 
9 --Debt 
10 -Preferred Stock 
11 -Common Eauity 

Tota I 

62.80% 
3.90% 

33.30% 
100.00% 

75.11% 
2.33% 

22.56% 
100.00% 

Year Ended 12/31/02 IProiectedl I a 1 
13 -Debt 75.00% 
14 --Preferred Stock 2.30% 
15 -Common Equity 
16 Total 

PRO FORMA FOR RATE CASE 

17 -Debt 
18 --Preferred Stock 
19 -Common Equity 
20 Total 

22.70% 
100.00% 

50.00% 
0.00% 

50.00% 
100.00% 

Fair Value Rate Base 

190,413,326 $ 95,206,663 1 --RCND Component 50.00% $ 

2 --Original Cost Component 50.00% 

3 -Fair Value Rate Base 100.00% 

$ 149,628,356 74,814,178 

$ 170,020,841 

[ a ] Citizens Communications does project capital sturcture. Therefore the 12 / 31 / 01 Capital Structure was used as basis for projecti 

[ b ] 

AGD Combined RCM FILED REVISED 9-2O.xls 
Sch-A-3 (AKI ..AV60) 

Citizens Communications did not have any Short-Term Debt for any of the years presented. 



CITIZENS COMMUNICATIONS COMPANY SECTION A 
ARIZONA GAS DIVISION--COMBINED SCHEDULE A-3A 

Page 1 of 2 
CITIZENS COMMUNICATIONS CAPITAL STRUCTURE DECEMBER 31 1999 to 2001 

TEST YEAR ENDED DECEMBER 31,2001 
WITNESS Mason 

REVISED 9-20-02 
[I 1 [ 2 1  [ 3 1  [ 4  1 

4D 
Line 
# Description Reference Amount Amount Ratio 

[ 3 ] to  Total 

Capital Ratios of Citizens Communications Companv r b 1 

Year Ended 12/31/99 
1 -Long-term Debt 
2 -Current Maturities 
3 --Energy Units 
4 Total Long-Term Debt 

CCC 10-K 
F 3  $ 2,107,460,000 

F 3  31.156.000 

F 3  

L 1  + L 2 + L 3  $ 2,138,616,000 50.20% 

5 --Preferred Stock 
6 --Common Equity 
7 Total 

F 3  
F-3 

L 4 + L 5 + L 6  

201,250,000 4.72% 
1,919,935,000 45.08% 

$ 4,259,801,000 100.00% 

Year Ended 12/31/00 
8 --Long-term Debt 
9 --Current Maturities 
10 --Energy Units 
11 Total Lona-Term Debt 

CCC IO-K 
F-3 $ 3,062,289.000 

F-3 181.01 4,000 

F 3  

L 8  + L 9  + L 10 $ 3,243,303.000 62.80% - 
12 -Preferred Stock F-3 201,250,000 3.90% 

F-3 
L 1 1 +  L 12+ L 13 

13 -Common Equity 
14 Total 

1,720,001,000 33.30% 
S 5.164.554.000 100.00% 

Year Ended 12/31/01 
15 --Long-term Debt 
16 -Current Maturities 
17 -Energy Units 
18 Total Long-Term Debt 

CCC 10-K 
F-3 $ 5,534,906,000 

F 3  483,906,000 

F 3  460,000,000 

L 1 5 + L 1 6 + L 1 7  $ 6,478,812,000 75.11% 

19 --Preferred Stock 
20 -Common Equity 
21 Total 

F-3 

F-3 
L I S +  L 19+ L20 

201,250.000 2.33% 
1.946,142,000 22.56% 

$ 8,626,204,000 100.00% 

Year Ended 12/31/02 (Projected? I a 1 
22 --Long-term Debt 
23 -Current Maturities 
24 --Energy Units 
25 Total Long-Term Debt #D I VI0 ! L 2 2 + L 2 3 + L 2 4  $ 

26 -Preferred Stock 
27 --Common Equity 
28 Total 

#DIV/O! 
#DIV/O! 

$ #DIV/O! L 2 5 + L 2 6  L27 

[ a ] 

[ b ] 

Sc h ! Sc h-A-3A (AK6 1. .AV120) 

Citizens Communications does project capital sturcture. Therefore the 12 I 3 1  IO1 Capital Structure was used as basis for p 

Citizens Communications did not have any Short-Term Debt for any of the years presented. * AGD Combined RCM FILED REVISED 9-2O.xls 



CITIZENS COMMUNICATIONS COMPANY 
ARIZONA GAS DlVlSlO N-<OM BIN ED 

SUMMARY OF CAPITAL STRUCTURE AND WEIGHTED COSTS 
TEST YEAR ENDED DECEMBER 31,2001 

Line 
# Description Ratio 

CaDital Ratios of Citizens Communications Companv 5 b ]  

Year Ended 12/31/99 
1 --Debt 
2 -Preferred Stock 
3 --Common Equity 
4 Total 

Year Ended 12131100 
5 -Debt 
6 -Preferred Stock 
7 --Common Equity 
8 Total 

9 
10 
11 
12 

@ 13 
14 
15 
16 

Year Ended 12131101 
--Debt 
--Preferred Stock 
--Common Equity 

Total 

Year Ended 12/31/02 (Proiected! 1 a J 
--Debt 
--Preferred Stock 
-Common Equity 

Total 

50.20% 
4.72% 

45.08% 
100.00% 

62.80% 
3.90% 

33.30% 
100.00% 

75.11% 
2.33% 

22.56% 
100.00% 

75.00% 
2.30% 

22.70% 
100.00% 

SECTION A 
SCHEDULE A-3A 

Page 2 of 2 
WITNESS Mason 

REVISED 9-20-02 
131 [ 4 1  

Year End Earned 
Weighted 
Cost Rate 

6.770% 
5.240% 
5.350% 

7.1 45% 
5.240% 

-2.490% 

7.689% 
5.240% 

-5.31 0% 

7.689% 
5.240% 

NIA 

[ a ] 

[ b ] 

Citizens Communications does project capital sturcture. Therefore the 12 I31 IO1 Capital Structure was used as basis for projecti 

Citizens Communications did not have any Short-Term Debt for any of the years presented. 

AGD Combined RCM FILED REVISED 9-20.~1s 
Sch-A-3-A-P2 (AK121 ..AVI 80) 
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CITIZENS COMMUNICATIONS COMPANY 

ARIZONA GAS DIVISION--COMBINED 

RATE BASE SCHEDULES 

SECTION B 
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CITIZENS COMMUNICATIONS COMPANY SECTION B 
ARIZONA GAS DlVlSlO N--COM BIN ED SCHEDULE 8-2 

Page 1 of 1 
PRO FORMA ORIGINAL COST NET PLANT IN SERVICE WITNESS Doherty 

TEST YEAR ENDED DECEMBER 31,2001 
REVISED 9-20-02 

Net 
Line Plant in Service Accumulated Plant in Service 

# Description At 12-31 -01 Depreciation At 12-31 -01 - 
11 1 + [ 2 1  

1 Balance at December 31,2001 

2 Common Plant Adjustment 

3 

e 
TOTAL 

[ a  ] Schedule 8-4 

[ b ] Schedule B-4B 

[ c ] To Schedule B-1 

AGD Combined RCM FILED REVISED 9-2O.xls 
Sec B!Sch-B-2 (Ql ..AC60) 

$ 226,118,342 [ a ] $ (53,751,970) [ b ] $ 172,366,372 

- 

$ 226,118,342 $ (53,751,970) $ 172,366,372 

[CI [ C I  





Line 
# 

CITIZENS COMMUNICATIONS COMPANY SECTION B 
ARIZONA GAS DIVISION--COMBINED SCHEDULE 8-4 

Page 1 of 1 
RCND BY MAJOR PLANT ACCOUNT WITNESS Doherty 

TEST YEAR ENDED DECEMBER 31,2001 
REVISED 9-20-02 

11 1 121 [ 3 1  

Descriotion 
Account 
Number 

v 
1 Franchises and Consents 302.00 
2 Miscellaneous Intangible Plant 303.00 
3 TOTAL INTANGIBLE PLANT L 1  + L 2  - 
4 
5 Structures & Improvements 366.00 
6 Mains 367.00 
7 Measuring and Regulating Station Equip 369.00 
8 Other Equipment 374.00 
9 TOTAL TRANSMISSION PLANT SumL4toL8 

Land and Land Rights & Rights of Way 365.1 0120 

- 
10 Land 374.10 
11 Structures and Improvements 375.00 
12 Mains 376.00 
13 Measuring and Regulating Station Equip-Gen 378.00 
14 Measuring and Regulating Station Equip-City Gate 379.00 
15 Services 380.00 
16 Meters 381 .OO 
17 Meter Installations 382.00 
18 Regulators 383.00 
19 Regulator Installations 384.00 
20 Industrial Measurement Equipment 385.00 
21 Other Equipment 387.00 
22 TOTAL DISTRIBUTION PLANT Sum L l O t o  L 21 

23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 

- 
Land and Land Rights 
Structures and Improvements 
Office Furniture and Equipment 
Office Furniture and Equipment-Computer 
Office Furniture and Equipment-Mechanical 
Transportation Equipment 
Stores Equipment 
Tools, Shop and Garage Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communications Equipment 
Miscellaneous Equipment 
Other Tangible Property 

TOTAL GENERAL PLANT 

389.00 
390.00 
391 .OO 
391.1 0 
391 20 
392.20 
393.00 
394.00 
395.00 
396.00 
397.00 
398.00 
399.00 

Sum L 23 to L 35 

Trended Utility 
Reproduction Plant in Service 

Cost New At 12-31 -01 

$ 371,375 $ 371,375 
251,616 251,616 
622,991 622,991 

105,203 105,203 

15,848,884 1 1,080,124 
1,353,824 856,069 

17,307,911 12,041,396 

134,581 
15,125 

165,034,880 
2,446,621 
2.1 18.443 

62,206,418 
17,495,657 
5,192,719 
2,069,073 

292,936 
1,838,262 

900,606 
259,745,321 

690,392 
5,731,578 

817,270 
2,499,537 
3,952,518 
2,534,041 

130,907 
1,625,044 

554,481 
428,709 
947,036 
267,782 
101,810 

20.281 .lo5 

134,581 
8,247 

126,222,857 
1,813,831 
1,719,751 

50,864,366 
9,704,378 
4,516,786 
1,850,681 

284,404 
785,500 
724,235 

198,629,617 

194,035 
813,839 
374,532 

5,111,856 
2,597,436 
2,528,039 

100,288 
1,411,184 

529,231 
362,259 
540,119 
261,520 

14.824.338 

37 TOTAL GAS PLANT IN SERVICE Ls 3+9+22+36 297,957,328 226,118,342 

38 Non Depreciable Plant -L4-10-23 (930,176) (433,819) 

39 DEPRECIABLE PLANT IN SERVICE L37-L38 $ 297,027,152 $ 225,684,523 
AGD Combined RCM FILED REVISED 9-2O.xls 
Sec B!Sch-B-5 (BO1 ..BZ60) TO Sch. 8-3 TO Sch 8-2 

NOTE: Reference changed to "8-4" for Hard Copy but Electronic Reference of "B-5" not changed. 
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CITIZENS COMMUNICATIONS COMPANY 
ARIZONA GAS DIVISION--COMBINED 

RECONCILIATION OF EXPENSES--LEAD LAG STUDY 
TEST YEAR ENDED DECEMBER 31,2001 

SECTION B 
SCHEDULE B-5A 

Page 1 of 1 
WITNESS Mason 

REVISED 9-20-02 

Line 
# Description Reference Amount Amount 

1 Total Expenses for Working Capital Calculation Sch B-5, COI [ 2 1, L 30 $ 75,007,961 

2 Less: Voucher Lag Expenses 

3 Total Exclusive of Voucher Lag Expenses 

L 18 

L I - L 2  

7,508,823 

67,499,138 

$ 43,611,284 

5 Interest Expense Sch 8-5, COI [ 2 1, L 14 5,012,549 

6 Equity Cost Sch 8-5, COI [ 2 1, L 15 

7 5,721,634 

8 Taxes--0TI: Regulatory Assessments Sch 8-5, COI [ 2 1, L20 153,102 

Taxes-OTI: Gross Receipts, Franchise & Sales Sch 8-5, COI [ 2 1, L 19 

9 Other 

10 SubTotal 0 
11 

~ 

Sum L4to L 9  54,498,569 

L3 -L10  13,000,569 

6,135,899 

13 Uncollectibles 83,654 

14 Rate Case Amortization 179,167 

15 SubTotal Sum L 12 to L 14 6,398,720 

16 TOTAL BEFORE VOUCHER LAG EXPENSES L11 +L15 19,399,289 

17 Total Expenses on Schedule C-I 

18 VOUCHER LAG EXPENSES 

L 21 

L 1 7 - L l 6  

Sch C-I, COI [ 61, L 25 

20 TOTAL TAXES ON INCOME-PRESENT RATES SchC-I,Col[6],L27 

21 TOTALEXPENSESATPRESENTRATES L 19 + L 20 

26,908,112 

$ 7,508,823 

$ 29,834,850 

(2,926,738) 

.$ 26,908,112 

AGD Combined RCM FILED REVISED 9-2O.xls 
Sec B!Sch-B-6-A (DG66.DT130) NOTF. Reference changed to “ 5 5 A  for Hard Copy but Electronic Reference of “8-6-A not change 
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CITIZENS COMMUNICATIONS COMPANY 
ARIZONA GAS DIVISION--COMBINED 

COMMON PLANT 
TEST YEAR ENDED DECEMBER 31,200 

SECTION B 
SCHEDULE B-6 

Page 1 of 2 
WITNESS Mason 

REVISED 9-2042 
"N O T  A P P L I C A  B L E" 

NOTE: Reference changed to " 8 - 6  for Hard Copy but Electronic Reference of "B-3-PI" not changed. e 
AGD Combined RCM FILED REVISED 9-2O.xls 
Sec B!Sch-B-3-P1 (AFI ..AS60) 



CITIZENS COMMUNICATIONS COMPANY 
ARIZONA GAS DIVISION--COMBINED 

COMMON PLANT 
TEST YEAR ENDED DECEMBER 31,2001 

"N O T  A P P L I C A B  L E" 

SECTION B 
SCHEDULE B-6 

Page 2 of 2 
WITNESS Mason 

IUOTE: Reference changed to "B-6' for Hard Copy but Electronic Reference of "B-3-PI" not changed. e 
AGD Combined RCM FILED REVISED 9-2O.xls 
Sec B!Sch-B-3-P2 (AF61 ..AS120) 



CITIZENS COMMUNICATIONS COMPANY 
ARIZONA GAS DIVISION-COMBINED 

DEFERRED INCOME TAXES 
TEST YEAR ENDED DECEMBER 31,2001 

Line 
# Description - 

ACCUMULATED DEFERRED INCOME TAXES-FEDERAL 

1 --Accelerated Depreciation 

2 --AIT on Capitalized Interest 

3 ---AIT on ClAC 

4 --AlT on AlAC 

5 ---Other Schedule "M" Items 

6 --Other 

7 TOTAL FEDERAL ADIT 

ACCUMULATED DEFERRED INCOME TAXES-STATE 

8 --Accelerated Depreciation 

9 -AIT on Capitalized Interest 

10 ---AIT on ClAC 

11 --AIT on AlAC 

12 --Other Schedule "M" Items 

13 -Other 

14 TOTAL STATE ADIT 

15 TOTAL ACCUMULATED DEFERRED INCOME TAXES 

AGD Combined RCM FILED REVISED 9-2O.xls 

SECTION B 
SCHEDULE 8-7 

Page 1 of 2 
WlTN ES S Apuzzo 

Amount Amount 

$ 7,594,850 

(1,016,810) 

(571,616) 

(1,400,808) 

(53,682) 

(49,399) 

$ 

1,973,120 

(249,874) 

(1 42,026) 

(348,805) 

(1 1,490) 

(9,698) 

Total 

4,502,535 

1.21 1,227 

$ 5,713,762 

TO Sch. B-1 

Sec B!Sch-B]-PI (DWI .EJ60) e 



N 



CITIZENS COMMUNICATIONS COMPANY 
ARIZONA GAS DIVISION--COMBINED 

CONTRIBUTIONS IN AID OF CONSTRUCTION 
TESTYEAR ENDED DECEMBER 31,2001 

SECTION B 
SCHEDULE B-8 

Page 1 of 1 
WITNESS 

CIAC Average Composite 
Line Year End ClAC Amortization Annual 
# Description Balance Balance Rate Amortization 

[ 4 1 / [ 2 1  

1 1990 

2 1991 

3 1992 

4 1993 

5 1994 

6 1995 

7 1996 

8 1997 

* g  1998 

10 1999 

11 2000 

$ (2,944,347) 

(2,945,970) $ 

(3,298,859) 

(3,488,809) 

(4,030,011) 

(4,379,275) 

(4,826,412) 

(5,28 1,916) 

(5,846,265) 

(6,917,159) 

(7,776,225) 

12 2001 (8,467,783) 

Ratemaking Adjustments 

13 XXXX 

14 XXXX 

15 Pro Forma Balance 

1 ----Mains 

2 -Services 

$ (8,467,783) 

$ (7,112,323) 

f1.355.460) 

3 TOTAL e $ (8,467,783) 

(2,945,159) 

(3,122,415) 

(3,393,834) 

(3,759,411) 

(4,204,643) 

(4,602,844) 

(5,054,164) 

(5,564,091) 

(6,381,712) 

(7,346,693) 

(8,122,004) 

(0.0248) 

(0.0248) 

(0.0247) 

(0.0264) 

(0.0264) 

(0.0265) 

(0.0265) 

(0.0265) 

(0.0264) 

(0.0264) 

(0.0265) 

72,903 

77,281 

83,989 

99,202 

11 1,109 

121,851 

133,869 

147,346 

168,648 

194,040 

2 14,928 

$ 214,928 

To Sch C, Adj I 

184.786 $ 

30,142 

§i 214.928 

Doherty 

Cumulative 
Amorbzation 

$ 307,834 

380,737 

458,018 

542,007 

641,209 

752,318 

874,169 

1,008,038 

1,155,384 

1,324,032 

1 3 1  8,072 

1,733,000 

$ 1,733,000 

TO SCh B-1 

$ 1,490,537 

242,463 

§i 1.733.000 

AGD Combined RCM FILED REVISED 9-2O.xls 
Sec B!Sch-B-8 (FSI..GFGO) 



CITIZENS COMMUNICATIONS COMPANY 
ARIZONA GAS DIVISION--COMBINED 

OTHER RATE BASE COMPONENTS 
TEST YEAR ENDED DECEMBER 31,2001 

Line Customer 
# Description Deposits 

1 December, 2000 

2 January, 2001 

3 February 

4 March 

5 April 

6 May 

7 June 

8 July e 9 August 

10 September 

11 October 

12 November 

13 December 

14 Pro Forma Balance 

$ (1,885,800) 

(1,895,173) 

(1,931,557) 

(1,784,333) 

(1,796,369) 

(1,772,724) 

(1,779,665) 

(1,806,679) 

(1,710,123) 

(1,721,337) 

(1,772,192) 

(1,826,944) 

(1,884,152) 

$ (1,812,850) 

TO SCh B-I 

AGD Combined RCM FILED REVISED 9-2O.xls 
Sec B!Sch-B-9 (GJI ..GW60) 

Materials & 
Supplies 

$ 1,031,068 

1,046,403 

1,023,551 

1,020,200 

943,543 

965,311 

963,867 

968,363 

926,962 

876,92 9 

887,756 

9’86,158 

951,443 

$ 968,581 

TO Sch B-1 

SECTION B 
SCHEDULE B-9 

Page 1 of 1 
WITNESS Doherty 

131 

Warm 
Spirit 

$ (34,150) 

(34,802) 

(36,977) 

(37,730) 

(39,207) 

(40,911) 

(42,580) 

(41,640) 

(40,449) 

(41,504) 

(43,073) 

(45,823) 

(41,168) 

$ (40,001) 

TO SCh B-1 



CITIZENS COMMUNICATIONS COMPANY 
ARlZO NA GAS DIVISION--CO M B IN ED 

CUSTOMER ADVANCES FOR CONSTRUCTION 
TEST YEAR ENDED DECEMBER 31,2001 

SECTION B 
SCHEDULE B-10 

Page 1 of 1 
WITNESS Doherty 

REVISED 9-20-02 

[I I [ 2 1  [ 3 1  141 

Reference 
Line Or ORIGINAL RCN 
# Description Factor COST FACTOR RCN - 

1 Balance At December 31,2001 

Adjustments: 

---Amount Included in CWlP at 12/31/01 2 

Sch E-I $ (6,395,371) 1.317705 $ (8,495,677) 

1 .oooooo 

3 Adjusted Balance Sum L 1 +L 2 $ 16,395,371) $ 18,495677) 

4 GROSS PLANT AT "RCN' 

5 

6 RCNFACTOR 

GROSS PLANT AT ORIGINAL COST 

AGD Combined RCM FILED REVISED 9-2O.xls 
Sec B!Sch-B-IO (GJ61..GW120) 

To Sch 5 1  

$ 297.957.328 

$ 226,118,342 

L 4 / L 5  1.317705 

TO SCh B-1 



CITIZENS COMMUNICATIONS COMPANY 
NORTHERN ARIZONA GAS DIVISION 

CARES PROGRAM 
TEST YEAR ENDED DECEMBER 31,2001 

SECTION B 
SCHEDULE B-11 

Page 1 of 1 
WITNESS Mason 

Reference OLLECTED FROM CUSTOMERS 
Line Or Amount At Program Program 

# Description Factor Therms $ 0.000980 Discounts Expenditures 
[ 2 ] Rate 

1 November & December 1996 

2 1997 

3 1998 

4 1999 

5 2000 

6 Balance At December 31,2000 

7 2001--January 

8 --February 

9 -March 

@ 10 --April 

1 1  

12 

13 

14 

15 

16 

17 

18 

--May 

-June 

-July 

-August 

--September 

-October 

-November 

--December 

19 13- Month Average 

23,287,066 $ (22,821) 

11 2,671,600 $ (1 10,418) 1,364 17,422 

121,039,864 $ (118,619) 9,296 19,077 

117,583,397 $ (115,232) 27,093 18,660 

122,656,045 $ (120,203) 23,323 30,392 

17,915,897 

18,960,452 

17,197,852 

12,577,437 

8,339,691 

5,541,523 

4,828,429 

4,764,915 

5,119,481 

5,540,703 

7,359,219 

15,264,776 

8,142 

10,465 

9,958 

6,451 

(16) 

4 

8 

4,388 

12,145 

2,673 

2,673 

2,673 

2,673 

2,673 

2,673 

2,673 

2,673 

2,673 

2,673 

2,673 

2,670 

[GI 

Net CARES 
Asset 

(Liability) 
Sum [ 31 to [ 51 

$ (22,821) 

(91,632) 

(90,246) 

(69,479) 

(66,488) 

(340,666) 

(347,409) 

(352,852) 

(357,075) 

(360,277) 

(365,793) 

(368,547) 

(370,598) 

(372,595) 

(374,939) 

(377,696) 

(377,847) 

(377,991 ) 

$ (364,945) 

TO Sch B-I 

NAGD RCM FILED REVISED 9-20.xl~ 
Sec B!Sch-B-IO (GJ121 ..GY 180) 



CITIZENS COMMUNICATIONS COMPANY 
ARIZONA GAS DIVISION--COMBINED 

SECTION 8 

EXPENSE ADJUSTMENT "M" 
Page 1 of 1 

WITNESS Doherty 

SCHEDULE 8-12 

GAIN ON SALE OF PROPERTY 
TEST YEAR ENDED DECEMBER 31,2001 

Reference FLAGSTAFF BLDG--San Fran COTTONWOOD BLDG 
Line Or 

# Description Factor Amount Total Amount Total TOTAL 

1 SALESPRICE $ 600,000 $ 180,000 

COSTS OF SALES 
2 ---Sales Commissions 
3 ---Title Insurance 
4 ---Other Expenses 
5 Total Cost of Sales Sum L21 

$ 36,000 
1,200 

$ 14,400 

349 699 
4 37.549 15.099 - , - - -  

6 Net Sales Proceeds L I - L 5  562,451 164,901 

BOOK VALUE OF PROPERTY SOLD 

QIumLQd 
7 --Land 
8 ---Building 
9 Total 
10 Accumulated Depreciation 
11 Net Book Value 

56,986 5,618 
498,85 1 

L 7 + L 8  555,837 
11 9,837 
125,455 

(229,257) (54,007) 
L 9 + L I O  326.580 71.448 , -  

12 Net Gain Before Taxes 

13 Income Taxes on Gain * L 6 - L l l  

Line 26 

235,871 

95,221 

93,453 

25,241 

14 Net Gain on Sale L 12- L 13 $ 140,650 $ 68,212 

15 Customers' Share 50.0% $ 70,325 $ 34,106 $ 104,431 

16 AmortLzabon to Expense over 5 Years $ 14,065 $ 6,821 $ 20,886 
( L 14 L 15 Rate ) 

( L 15 I L  16 Years) 

To Sch B-1 

To Sch C-2 

INCOME TAX CALCULATION 
17 Net Sales Proceeds $ 562,451 $ 164,901 
18 
19 
20 
21 

22 
23 
24 
25 

Net Tax Basis 
Taxable Gain 

Combined Fed & State Taxes 

Combined Fed &State Taxes 

(L19'Rate) - 
-Accumulated Tax Depre 
--Accumulated Book Depre 

Accum. Timing Diff 

Combined Fed 8 State Taxes 

(L24'Rate) 

309,839 
$ 252,612 

101,048 
$ 63.853 L 17- L 18 

40.37% 
39.53% 

$ 101,979 

6.758 

$ 25,241 

$ $ 245,998 
229,257 

$ 16,741 L22-L23  
40.37% 

26 Net Income Taxes $ 95,221 $ 25,241 

SCGD RCM FILED REVISED 9-20.xl~ 
Sec B!Sch-B-12 (GJ181..GY240) 



CITIZENS COMMUNICATIONS COMPANY 

ARIZONA GAS DIVISION-COMBI IN ED 

OPERATING REVENUE AND EXPENSES 

SECTION C 
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CITIZENS COMMUNICATIONS COMPANY SECTION C 

TEST YEAR ENDED DECEMBER 31,2001 ADJUSTMENT L 
ARIZONA GAS DIVISION--COMBINED SCHEDULE C-2 

Page 1 of 4 
ADMINISTRATIVE OFFICE EXPENSES WITNESS Mason 

Reference 
Line Or PRO FORMA PRO FORMA 
# Description Factor RECORDED ADJUSTMENTS AMOUNT - 

1 STAMFORD OFFICE 

2 PUBLIC SERVICE OFFICE 

3 LAN M A N  EMAIL SERVICES 

4 OTHER 

5 ADJUST TO "CAP' FOR ADMIN OFFICE COSTS 

6 TOTALS 

DISTRIBUTION OF "CAP" 
7 NAGD 

8 SCGD 
9 TOTAL "CAP' 

DISTRIBUTION OF PRO FORMA ADJUSTMENT 
10 Account No. 923 

11 Account No. 930 

12 TOTAL ADJUSTMENT 

DISTRIBUTION FOR WORKING CAPITAL 
13 Payroll 

14 Other Expenses e 15 TOTAL ADJUSTMENT 

AGD Combined RCM FILED RE\ 
Sch-C-Adj-L-P-1 (FXI..GIGO) 

ED 

Page 2 

Page 3 

Page 4 

[ 2 1 + [ 3 1  

$ 802,435 $ (367,072) $ 435,363 

395,770 575,522 971,292 

153,898 (94,475) 59,423 

- 

(266,078) (266,078) 

$ 1,352,103 $ (152,103) $ 1,200,000 

1,200,000 0.9386 1,126,320 

0 0614 73 680 . -,--- . 
1.0000 $ 1,200,000 

$ 153,898 $ (94,475) $ 59,423 

1,198,205 (57,628) 1,140,577 

$ 1,352,103 $ (152,103) $ 1,200,000 

TO SCh C-2 

L 15-L  13 

CIS 

$ 540,000 

660,000 

$ 1.200.000 



CITIZENS COMMUNICATIONS COMPANY 

TEST YEAR ENDED DECEMBER 31,2001 
ARIZONA GAS DIVISION--COMBINED 

ADMINISTRATIVE OFFICE EXPENSES 

Line 
# Description - 

STAMFORD OFFICE 

Total Charges to Expense for 2001 1 

2 Removed Depreciation Expense 

3 Expenses in FERC Account # 930 For Test Year 

4 Remove Expense for Previously Disallowed and Other Items 

5 Remove Amounts Associated with Griffith and Paulden Line 

6 Reflect Pro Forma Chages in Four-Factor Allocator 

7 Other e 8 Other 

9 Other 

10 Other 

11 PRO FORMA ADJUSTMENTS 

12 Pro Forma Expenses for Test Year 

SECTION C 
SCHEDULE C-2 

ADJUSTMENT L 
Page 2 of 4 

WITNESS Mason 

PRO FORMA PRO FORMA 
ADJUSTMENTS AMOUNT 

$ 1,148,857 

(346,422) 

$ 802,435 

(1 3581 8) 

(1 3,200) 

(218,054) 

(367,072) 

$ 435,363 

AGD Combined RCM FILED REVISED 9-20.~1s 
Sch-C-Adj-L-P-2 (FX61..G1120) 



CITIZENS COMMUNICATIONS COMPANY 

TEST YEAR ENDED DECEMBER 31,2001 
ARIZONA GAS DIVISION--COMBINED 

ADMINISTRATIVE OFFICE EXPENSES 

Line 
# Description 

1 

2 

3 

4 

5 

6 

7 

a 8  

9 

10 

11 

12 

PUBLIC SERVICE OFFICE 

Total Charges to Expense for 2001 

Removed Depreciation Expense 

Expenses in FERC Account # 930 For Test Year 

Remove Expense for Previously Disallowed and Other Items 

Remove Amounts Associated with Griffith and Paulden Line 

Reflect Pro Forma Chages in Four-Factor Allocator 

ORCOM Implementation 8, Operations 

CIP Adjustment 

ADP Services 

SOP Ongoing Maintenance 

PRO FORMA ADJUSTMENTS 

Pro Forma Expenses for Test Year 

SECTION C 
SCHEDULE C-2 

ADJUSTMENT L 
Page 3 of 4 

WITNESS Mason 

PRO FORMA PRO FORMA 
ADJUSTMENTS AMOUNT 

$ 419,278 

(23,508) 

$ 395,770 

(4,641 

550,000 

(26,900) 

(22,367) 

42,230 

37,200 

575,522 

$ 971,292 

AGD Combined RCM FILED REVISED 9-2O.xls 
Sch-C-Adj-L-P-3 (FX121 ..G1180) 



CITIZENS COMMUNICATIONS COMPANY SECTION C 

TEST YEAR ENDED DECEMBER 31,2001 ADJUSTMENT L 
ARIZONA GAS DIVISION--COMBINED SCHEDULE C-2 

Page 4 of 4 
ADMINISTRATIVE OFFICE EXPENSES 

Line 
# Description - 

1 

2 

3 

4 

5 

6 

7 

e 8  

9 

10 

11 

12 

LAN /WAN EMAIL SERVICES 

Total Charges to Expense for 2001 

Removed Depreciation Expense 

Expenses in FERC Account # 930 For Test Year 

Remove Expense for Previously Disallowed and Other Items 

Remove Amounts Associated with Griffith and Paulden Line 

Reflect Pro Forma Chages in Four-Factor Allocator 

ORCOM Implementation & Operations 

CIP Adjustment 

ADP Services 

SOP Ongoing Maintenance 

PRO FORMA ADJUSTMENTS 

Pro Forma Expenses for Test Year 

WITNES~ 

PRO FORMA 
ADJUSTMENTS 

Mason 

PRO FORMA 
AMOUNT 

$ 158,007 

(4,109) 

$ 153,898 

(94,475) 

$ 59,423 

AGD Combined RCM FILED REVISED 9-2O.xls 
Sch-C-Adj-L-P-4 (FXI 81 ..G1240) 



CITIZENS COMMUNICATIONS COMPANY 
ARIZONA GAS DIVISION--COMBINED 

GAIN ON SALE OF PROPERTY 
TEST YEAR ENDED DECEMBER 31,2001 

SECTION B 

EXPENSE ADJUSTMENT "M" 
Page 1 of 1 

WITNESS Doherty 

SCHEDULE 8-12 

Reference FLAGSTAFF BLDG--San Fran COTTONWOOD BLDG 
Line Or 

# Description Factor Amount Total Amount Total TOTAL - 

1 SALESPRICE $ 600,000 $ 180,000 

COSTS OF SALES 
2 ---Sales Commissions 
3 ---Title Insurance 

$ 36,000 
1,200 

$ 14,400 

4 ---Other Expenses 349 699 
5 Total Cost of Sales Sum L 2 t o 4  37,549 15,099 - 
6 Net Sales Proceeds L I - L 5  562,451 164,901 

BOOKVALUEOFPROPERTYSOLD 

7 ---Land 
8 ---Building 
9 Total 

56,986 5,618 
498,851 

L 7 + L 8  555,837 
1 19,837 
125,455 

10 Accumulated Depreciation (229,257) (54,007) 
11 Net Book Value L 9 + L 1 0  326,580 

12 Net Gain Before Taxes 

13 Income Taxes on Gain 

L 6 - L l l  

Line 26 

235,871 

95,221 

14 Net Gain on Sale L 12- L 13 $ 140,650 

15 Customers' Share 50.0% $ 70,325 

16 Amortizahon to Expense over 5 Years $ 14,065 
(L14'L15Rate) 

( L 15 I L 16 Years ) 

INCOME TAX CALCULATION 
17 Net Sales Proceeds 
18 
19 
20 
21 

Net Tax Basis 
Taxable Gain 

Combined Fed & State Taxes 

Combined Fed & State Taxes 

( L 19 'Rate) 

$ 562,451 $ 164,901 
309,839 

L 1 7 - L l 8  $ 252,612 
40.37% ~~ 

39.53% 
$ 101,979 

101,048 
$ 63,853 

71,448 

93,453 

25,241 

$ 68,212 

$ 34,106 $ 104,431 

$ 6,821 $ 20,886 
To Sch B-1 

To Sch C-2 

25,241 - 
22 ---Accumulated Tax Depre $ 245,998 $ 

24 Accum Timing Diff L22 -L23  $ 16,741 $ 
23 --Accumulated Book Depre 229,257 

25 Combined Fed 8 State Taxes 40.37% 6,758 
( L 24 'Rate) 

26 Net Income Taxes $ 95,221 $ 25,241 

SCGD RCM FILED REVISED 9-2O.xls 
Sec B!Sch-B-12 (GJI 81. .GY240) 
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CITIZENS COMMUNICATIONS COMPANY 

TEST YEAR ENDED DECEMBER 31,2001 
ARIZONA GAS DIVISION--COMBINED 

POSTAGE EXPENSE 

SECTION C 
SCHEDULE C-2 

ADJUSTMENT P 
Page 1 of 1 

WITNESS Doherty 

Reference 
Line Or 
- # Description Factor Amount Amount Sub-Total Total 

MAN SORT BY FIRSTTHRFF DlGiTS 

1 NEW RATE -- Effective on 6l30102 

2 Current Rate 

3 INCREASE IN RATE 

MA11 SORT BY FIRST FlVF D l m S  

4 NEW RATE --- Effective on 6130102 

5 Current Rate 

6 INCREASE IN RATE 

7 Average Increase Per Piece of Mail e - 
8 Number of Customers Receiving Monthly Bills 

9 

10 

Number of Monthly Delinquent Notices 

Total Number of Monthly Mailing Units 

11 Number of Months 
12 Annual Mailing Units 

13 Increase in Postage Expense 

0.2690 

L I - L 2  

$ 0.2920 

$ 0.0230 

$ 0.2780 

0.2550 

L 4 - L 5  $ 0.0230 

(L 3 + L 6) I 2 $ 0.0230 

120,037 

24,007 

L 8  + L 9  144,044 

L 10' L 11 
12 

1,728,528 

L7'L12 $ 39,756 

TO Sch C-2 

AGD Combined RCM FILED REVISED 9-2O.xls 
Sch-C-AdiP (FF241 ..FR300) 



CITIZENS COMMUNICATIONS COMPANY 
ARIZONA GAS DIVISION--COMBINED 

TEST YEAR ENDED DECEMBER 31,2001 

CARES DISCOUNT AND EXPENSE 

SECTION C 
SCHEDULE C-2 

ADJUSTMENT Q 
Page 1 

WITNESS Mason 

Reference 
Line Or 
# Description Factor Amount Amount Sub-Total Total 

PRO FORMA CARFS DISCOUNTS 

1 Total Estimated CARES Therms for Test Year 986,085 

2 Cares Discount Rate Per Applicable Then $ 0.150 

3 TOTAL ESTIMATED REVENUE REQUIREMENT 

4 Estimate of Cares Discounts - Pro Forma for Test Yea1 

5 

6 TOTAL ESTIMATED REVENUE REQUIREMENT 

Estimate of CARES Expenses -Pro Forma for Test Year 

P 

7 NAGD Therm Sales, Normalized and Annualized 

8 

e 9  

SCGD Therm Sales, Normalized and Annualized 

TOTAL ESTIMATED FOR TEST YEAR 

10 CARES COST PER THERM 

P 

11 

12 

Amortization At Rate Approved in Prior NAGD Case 

Additional Expense Required to Attain New Level 

13 Total Pro Forma Expenses 

14 ---Pro Forma Expense Amount 
15 ---Pro Forma Discount Amount 
16 Pro Forma Total Expense Amount 

17 ---Recorded Expense Amount Dunng Test Year 

18 Adjustment Required 

AGD Combined RCM FILED REVISED 9-2O.xls 
Sch-C-AdiQ (FF301 ..FR365) a 

L l ' L 2  

Line3 $ 147,913 

70,000 

L 4 + L 5  

$ 147,913 

$ 217,913 

125,885,718 

5,051,437 

130,937,155 

L 6 / L 9  $ 0.001664 

L 7 + L 8  

L 9 Rate 

L 6 - L I 1  

L11 +L12 

( L 7 / L 9 ) * L 4  
( L 7 / L 9 ) *  L 5  

L 14+ L 15 

L 16- L 17 

$ 0.000980 $ 128,318 

$ 0.000684 89,595 
~ 

$ 217,913 

$ 147,913 
70,000 

217,913 

$ 217,913 

TO SCh C-2 
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CITIZENS COMMUNICATIONS COMPANY 

TEST YEAR ENDED DECEMBER 31,2001 
ARIZONA GAS DIVISION-COMBINED 

GROSS REVENUE CONVERSION FACTOR 

Line Tax 
# Description Rate 

1 

2 

3 

4 

5 

6 

7 

4Pi 

0 

GROSS REVENUE FACTOR 

UNCOLLECTIBLE EXPENSES 

NET REVENUES 

STATE INCOME TAXES 

FACTOR AFTER STATE TAXES 

FEDERAL INCOME TAXES 

NET OPERATING INCOME FACTOR 

GROSS REVENUE CONVERSION FACTOR 

AGD Combined RCM FILED REVISED 9-2O.xls 
Sch-C-3 (FFI..FRGO) 

6.9680% 

35.00% 

SECTION C 
SCHEDULE C-3 

Page 1 of 1 
WITNESS Doherty 

Factor 

1 .oooooo 

(0.001 166) 

0.998834 

(0.069599) 

0.929235 

(0.325232) 

0.604003 

1.65562 

TO Sch A-1 



CITIZENS COMMUNICATIONS COMPANY 

ARIZONA GAS DIVISION--COMBINED 

RATE OF RETURN ON FAIR VALUE RATE BASE 

SECTION D 



CITIZENS COMMUNICATIONS COMPANY 
ARIZONA GAS DIVISION--COMBINED 

SUMMARY COST OF CAPITAL 

SECTION D 
SCHEDULE D-I  

Page 1 of 1 
WITNESS Rosenberg 

RATE OF RETURN ON FAIR VALUE RATE BASE 

TEST YEAR ENDED DECEMBER 31,2001 
AND COST OF CAPITAL ON ORIGINAL COST RATE BASE REVISED 9-20-02 

11 1 [ 2 1  1 3 1  [ 4 1  [ 5 1  
Total 

Line Capital cost Weighted cost of 
# Description Reference Ratio Rate cost Capital 

COST OF CAPITAL 

1 EQUITY 

2 LONG-TERM DEBT 

3 TOTAL 

FAIR VALUE RATE OF RETURN 

4 COST OF CAPITAL e 
5 ORIGINAL COST RATE BASE 

6 FAIR VALUE RATE BASE 

7 FAIR VALUE RATE OF RETURN 

0.5000 0.1100 0.0550 

0.5000 0.0670 0.0335 

1 .oooo 0.0885 

L 3, Col [ 5 ] 8.85% 

SChA-’l,Col[2], L 1  $ 149,628,356 

SCh A-I, COI [ 3 1, L 1 $ 170,020,841 

L 4 * L 5 / L 6  7.79% 

NOTES: 
Citizens Communications (and therefore the Company) does not project capital Sturcture or Cost Rates 

Therefore that data is not available. 

Citizens Communications does not have any short-term debt for 1999 through 2002. 

AGD Combined RCM FILED REVISED 9-2O.xls 
Sec D!Sch-D-I (Al..N60) 



CITIZENS COMMUNICATIONS COMPANY 
ARIZONA GAS DIVISION--COMBINED 

CAPITAL STRUCTURE OF CITIZENS COMMUNICATIONS COMPANY a 
SECTION D 
SCHEDULE D-1A 

Page 1 of 1 
WITNESS Mason 

REVISED 9-20-02 - 
TEST YEAR ENDED DECEMBER 31,2001 

Line Capital cost 
# Description Amount Ratio Rate - 

COST OF CAPITAL 

1 COMMON EQUITY 

2 PREFERRED SECURITIES 

3 LONG-TERM DEBT 

4 TOTAL 0 

$ 1,946,142,000 22.56% 

201,250,000 2.33% 5.2400% 

6,478,812,000 75.11% 7.6890% [ a 1  

$ 8,626,204,000 100.00% 

[ a ] Long-term Debt as shown on the Balance Sheet of Citizens Communications Company--See Schedule "D-2A" 

Long-Term Debt $ 5,534,906,000 

Long-term Debt due within one year 483,906,000 

Equity Units 460,000,000 

Total $ 6,478,812,000 

[ b ] See Schedule "D-3A" 

NOTES: 
Citizens Communications (and therefore the Company) does not project capital Sturcture or Cost Rates 

Therefore that data is not available. 

Citizens Communications does not have any short-term debt for 1999 through 2002. 

@ AGD Combined RCM FILED REVISED 9-2O.xls 
Sec D!Sch-D-IA (A61..N120) 



CITIZENS COMMUNICATIONS COMPANY 
ARIZONA GAS DIVISION--COMBINED 

COST OF LONG-TERM AND SHORT-TERM DEBT 

TEST YEAR ENDED DECEMBER 31,2001 

SECTION D 
SCHEDULE D-2 

Page 1 of 1 
WITNESS Rosenberg 

REVISED 9-2042 

Line 
# Description Reference RATE - 

1 

2 

a 

* 

LONG-TERM DEBT Rate of Return Presentation 6.70% 

SHORT-TERM DEBT None used in Recommended Capital Structure 0.00% 

Citizens Communications Company does not have short-term debt as part of its capital structure 

AGD Combined RCM FILED REVISED 9-2O.xls 
Sec D!Sch-D-2 (RI..AAGO) 
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CITIZENS COMMUNICATIONS COMPANY 
ARIZONA GAS DIVISION--COMBINED 

COSTOFPREFERREDSTOCK 

SECTION D 
SCHEDULE D-3 

Page 1 of 1 
WITNESS Mason 

REVISED 9-2042 
TEST YEAR ENDED DECEMBER 31,2001 

Line 
# Description Reference RATE - 

1 PREFERRED STOCK None used in Recommended Capital Structure 0.00% 

TO Sch D-1 

See Schedule D-3A for data regarding the Preferred Stock of Citizens Communications Company 

AGD Combined RCM FILED REVISED 9-2O.xls 
Sec D!Sch-D-3 (BAl..BJGO) 
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CITIZENS COMMUNICATIONS COMPANY 
ARIZONA GAS DIVISION--COMBINED 

COST OF COMMON EQUITY 

SECTION D 
SCHEDULE D-4 

Page 1 of 1 
WITNESS Rosenberg 

TEST YEAR ENDED DECEMBER 31,2001 

Line 
# Description Reference RATE 

1 COMMON EQUITY Cost of Equity Presentation 

AGD Combined RCM FILED REVISED 9-2O.xls 
Sec D!Sch-D-4 (BMI..BVGO) 

11.00% 

TO SCh D-I  
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CITIZENS COMMUNICATIONS COMPANY 

ARIZONA GAS DIVISION--COMB1 N ED 

NANCIAL STATEMENTS AND STATISTICAL SCHEDULES 

SECTION E 



CITIZENS COMMUNICATIONS COMPANY 
ARIZONA GAS DIVISION--COMBINED 

SECTION E 
SCHEDULE E- I  

Page 1 of 1 
WITNESS Doherty e COMPARATIVE BALANCE SHEETS 

TEST YEAR ENDED DECEMBER 31,2001 REVISED 9-20-02 

Line December 31, 
# Description Reference 2001 2000 1999 - 

ASSETS 
PROPERTY PLANT & EQUIPMENT 

1 Property Plant and Equipment 
2 Construction Work in Progress 
3 Plant Acquisition Adjustment 
4 Acquisition Adjustment--Transwestern 
5 Less: Accumulated Depreciation 

6 Net Utility Plant in Service 

$ 172,177,797 
8,769,947 

21,316,577 

(41.831.732) 

$ 232,470,128 $ 198,549,434 
2,327,568 11,577,556 

21,316,577 21,316,577 

(55,356,497) (47,947,758) 

Sum (L 1 to L 5) 200,757.776 183,495,809 160,432,589 

CURRENT ASSETS 
7 Cash and Working Funds 

8 
9 Customer Accounts Receivable 
10 Other Accounts Receivable 
11 
12 Materials and Supplies 

13 
14 Total Current Assets 

Notes Receivable - Associated Companies 

Accounts Receivable - Associated Companies 

Miscellaneous Current and Accrued Assets 

157.675 764,516 

90,546,603 
14,712,168 1 1,392.087 

(1 55,522) 
90,652.259 
11,739,956 

1,367 

937,07 1 951.443 1,031,068 
146,197 98,768 (1 07,991) 

Sum (L 7 to L 13 15,967,483 103,833,042 1 03,067,140 

OTHER ASSETS 
15 Clearing Accounts 
16 Miscellaneous Deferred Debits 
17 Other Assets 

6.758 6,758 
39,824,963 16,484,113 

480,899 493,380 

6,758 
5,468,910 
1,570,245 

$ 270,545,642 18 TOTAL ASSETS Sum(L15toL17+LG+L14) $ 257,037,879 $ 304,313,102 

blABlLlTIES AND SHAREHOLDERS EQUITY 

SHAREHOLDERS EQUITY 
19 Unappropriated Earned Surplus 
20 Propriety Capital 
21 Total Equity 

2.091 .I 57 18.056.068 18,218,011 

L19+L20 2,091,157 18,056,068 18,218,011 

CURRENT I IA BlLlTlES 
22 Accounts Payable 
23 Accounts Payable Associated Companies 
24 Customers' Deposits 
25 Taxes Accrued 
26 
27 Tax Collections Payable 
28 
29 Total Current Liabilities 

Interest and Other Accrued Liabilities 

Other Current and Accrued Liabilities 

12,556.034 21.883.875 
216,350,212 43,681,288 

1,884,152 1,885,800 
3,450,737 3,248,585 

180,059 183,600 
32,202 (24,321) 

6,295,530 5,142 
Sum (L 22 to L 28) 240,748,926 70,863,969 

6,197,643 
28,637,877 

1,916,187 
1,083,089 

201,337 
(461,788) 

2,356,800 
39,931,145 

DEFERRED CREDITS 
30 Deferred Credits 
31 Unamortized Investment Tax Credit 

32 Accumulated Deferred Income Taxes 
33 Total Deferred Credits 

104,431 
46,618 

71,624 
73,140 

70.325 
54,305 

5,939,920 
6.064.550 

3,593,467 
3.738.231 

7.651.376 
7.802,425 L30+L31 

34 Customer Advances For Construction 
35 Contributions in Aid of Construction 
36 Miscellaneous Operating Reserves 

6,395,371 6,389.768 

202,938,747 

5,719.508 

202 -938,747 
37 Other Liabilities 

Total Liabilities 286,257,034 252,327,631 Sum(L33toL36+L32+L29) 254,946,722 

39 TOTAL LIABILITIES AND SHAREHOLDERS L21 +L37 $ 270,545,642 $ 257,037,879 $ 304,313,102 

AGD Combined RCM FILED REVISED 9-2O.xls 
Sec E!Sch-E_l (AI ..L70) 



CITIZENS COMMUNICATIONS COMPANY SECTION E 
ARIZONA GAS DIVISION--COMBINED SCHEDULE E-2 

Page 1 of 1 
COMPARATIVE INCOME STATEMENTS WITNESS Doherty 

TEST YEAR ENDED DECEMBER 31,2001 REVISED 9-2042 

Line 
# Description Reference - 

1 

2 

3 

4 

5 

6 

7 

e 

Revenue 

Operating Revenue Deductions 

Operating Income (Loss) L I - L 2  

Allowance for Funds Used During Construction 

Other Income 

Subtotal Other Income L 4 + L 5  

December 31, 
2001 2000 1999 

$ 72,610,605 $ 58,128,176 

74,656,002 57,936,67 1 

(2,045,397) 191,505 

1,432,017 474,117 

2,029,960 (900,145) 

3 461 977 (426 028) 

Net Income L 3 + L 6  $ 1,416,580 $ (234,523) 

$ 52,292,663 

46,598,513 

5,694,150 

(5,766,733) 

(5.766.733) 

!$ (72.5831 

NOTE: 
INFORMATION FOR PREFERRED DIVIDENDS, COMMON STOCK AND EARNINGS PER SHARE OF COMMON STO 
ARE NOT AVAILABLE FOR THE NAGD AND SCGD SINCE THEY ARE DIVISIONS AND HAVE NO COMMON STOCK 
PERFERREDSTOCK. 

AGD Combined RCM FILED REVISED 9-2O.xls 
Sec E!Sch-E-2 (Ol..Z60) 



CITIZENS COMMUNICATIONS COMPANY SECTION E 
ARIZONA GAS DIVISION-COMBINED SCHEDULE E-3 

Page 1 of 1 
COMPARATIVE STATEMENT OF CHANGES IN FINANCIAL POSITION WITNESS Doherty 

TESTYEAR ENDED DECEMBER 31,2001 REVISED 9-20-02 

December 31, 
2000 1999 

Line 
# Description Reference - 2001 

SOURCEOFFUNDS 

1 Netlncome 
2 
3 Griffih Earnings 
4 Other Income (Expense) Items 
5 Sub-Total Sum(L l toL4)  

Allowance for Funds Used During Construction 
$ 1,416,580 

(1,432,017) 
200,000 

$ (234,523) $ (72,583) 
(474,117) 

$ (708,640) 0 (72,583) $ 184,563 

6 Depreciation 7,067,483 5,928.589 

5.856.006 

8,085,696 

8.270.259 7 Total From Operations L 5 + L 6  

From Other Sources: 
Increase in Customer Advances and ClAC 
Increase in Regulatory Liabilities 
Increase in Accumulated Deferred Income Taxes 
Increase in Accounts Payable Associated Companies 
Decrease in note Receivable Associated Companies 

8 
9 
10 
11 
12 
13 
14 
15 
16 a l7 
18 

19 

20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

31 

32 

[ a 1  
33 
34 
35 e [ b l  

[ C I  

5,603 
34,106 

1,703,769 

172,668,924 
90,546,603 

670,260 (37 1,384) 
(1,299) 7 1,624 

2,327,618 5,135 

15,043.41 1 (5,600,688) 
105.656 (1 60,922,453) 

b l  t b l  - [ b l  
b l  15,889,413 [ b ] 3,777,516 [ b ] 
b l  - [ b l  - [ b l  

- [ b l  - t b l  - l b l  

Increase in Miscellaneous Operating Reserves 
Increase in Current & Acaued Liabilities 
Decrease in Current Assets 

Decrease in Other Assets 

Total From Other Sources Sum (LS to L 17) 34,035,059 (163,040,250) 264,959,005 

TOTAL FUNDS PROVIDED L 7 + L l S  $ 273,229,264 $ 40.393,902 $ (157,184.244) 

APPLICATION OF FUNDS 

24,670.706 $ 29,179,246 $ 25,554,150 
804,970 [ c ]  

2,681.044 [ b ] 871,558 [ b ]  7,295,536 [ b ] 
23,328,369 [ b ] 9,938.338 [ b ] 7,407.444 [ b ]  

676,957 [ c ]  951,457 [ c ]  
Construction Expenditures (Including CWP) 
"Rehrementr" Decreasing PIS at end of year 
Increase in Current Assets 
Increase in Other Assets 

Decrease in Misc Operating ReSeNeS 
Decrease in Current and Accrued Liabilities (Excl NP AC) 
Decrease in Regulatory Liabilities 
Decrease in Accumulated Deferred Income Taxes 
Decrease in Accounts Payable Associated Companies 
Increase in note Receivable Associated Companies 

202,938,747 [ b ] - [ b ] (202,938,747) [ b ]  
2,783.967 [ b ] - [ b l  - [ b l  

- [ b l  - [ b l  - [ b l  

Funds Distributed For Year 16,149,474 [ a ] (546,697) [ a  1 4,692,403 [ a ] 

TOTAL FUNDSAPPLIED Sum (L 20 to L 31) $ (157,184,244) $ 40,393,902 $ 273,229,264 

$ 184,563 $ (708,640) $ (72,583) Funds Provided to Unappropriated Earned Sur 
Change in Unappropriated Earned Surplus 
Total Distributed for Year 

L 5 
15,964.91 1 161,943 4,764,986 

$ 16,149.474 0 (546.697) $ 4,692,403 

Excludes Changes Intercompany Assets or Liabilities which are s To Sch A-5 TO Sch A-5 TO Sch A-5 
Retirements are included in change in Plant balances as a reduction, therefore need to be added to get total for Construction Expenditures 

AGD Combined RCM FILED REVISED 9-2O.xls 
Sec E!Sch-E-3 (AD1 ..A070) 



Line 
# - 

1 

2 

3 
4 

5 

7 

8 

9 

CITIZENS COMMUNICATIONS COMPANY 
ARIZONA GAS DIVISION--COMBINED 

COMPARITAVE CHAGES IN COMMON EQUITY 

SECTION E 
SCHEDULE E-4 

Page 1 of 1 
WITNESS Doherty 

TEST YEAR ENDED DECEMBER 31,2001 
REVISED 9-2002 

Description Reference 2001 

Beginning Balance 

Add: Net Income 

Adjustments To Income Statement 
--Griffith Net Income 

--Adjustment to Natural Account 

-Miscellaneous 

Su b-Total 

Less: Transfer to Parent 

Ending Balance 

1 3 1  1 4 1  

2000 1999 

$ 18,056,068 $ 18,218,010 $ 22,982,997 

1,416,580 (234,523) (72,584) 

709,106 

(25,104) (1,465) (1,462) 

20,147,225 17,982,022 22,908,951 

(1 8,056,068) 74,046 (4,690,941) 

$ 2,091,157 $ 18,056,068 $ 18,218,010 

TO SCh A-2 TO Sch A-2 TO Sch A-2 

NOTE; 
The NAGD and SCGD are operating divisions of Citizens Communicaitons and therefore do not issue debt or 

common or preferred stock. Therefore there are no dividends or other elements related elements. 

AGD Combined RCM FILED REVISED 9-2O.xls 
Sec E!Sch-E-4 (ARl..BC60) 



CITIZENS COMMUNICATIONS COMPANY 
ARIZONA GAS DIVISION--COMBINED 

SECTION E 
SCHEDULE E-5 

Page 1 of 1 
WITNESS Doherty DETAIL OF UTILITY PLANT FOR TEST YEAR 

TEST YEAR ENDED DECEMBER 31,2001 REVISED 9-20-02 

Line 
# Description - - 
1 Franchises and Consents 
2 Miscellaneous Intangible Plant 
3 TOTAL INTANGIBLE PLANT 

December 31, 
Reference 2001 2000 1999 

$ 371,375 302.00 $ 371,375 $ 371,375 
303.00 251 $1 6 251,422 
L 1 + L 2  622,991 622,797 

250,196 
621,571 - 

4 

5 Structures 8 Improvements 
6 Mains 
7 
8 Other Equipment 

9 TOTAL TRANSMISSION PLANT 

Land and Land Rights 8 Rights of Way 

Measuring and Regulating Station Equip 

365.10120 71,306 61,230 
366.00 1,334 1,334 
367.00 13,980,339 10,552,260 
369.00 3,217,894 865,573 

61,230 

1,334 
10,544,141 

865,573 

11,472,278 

374 00 183,581 

Sum L 4to L 8 17.454,454 11,480,397 - 
10 Land 
11 Structures and Improvements 

12 Mains 
13 
14 
15 Services 
16 Meters 

Measuring and Regulating Statton Equip-Gen 
Measuring and Regulating Station Equip-City Gate 

374 10 
375 00 
376 00 
378 00 
379 00 
380 00 
381 00 
382 00 
383 00 
384 00 
385 00 

134,581 
9,131 3 

127,754,196 
1,876,511 
1,967.233 

51,694,886 
9,709,546 
4,519,502 
2,439,936 

284,661 
876.223 

128,396 
9,613 

113,410,764 
1,733,997 
1,900,134 

43,257,105 
8,246,304 
3,519,534 
2.1 81.459 

103,429 
836,435 

128,397 
9,613 

94,705,643 
1,459,264 
1,648,217 

40,696,896 
8,187,109 
3,045,237 
2.166.545 

97,393 
820,937 

17 Meter Installations 
18 Regulators 
19 Regulator Installations 
20 lndustnal Measurement Equipment 

21 Other Equipment 
22 TOTAL DISTRIBUTION PLANT 

387 00 724,912 632,640 
Sum L 10 to L 21 201,991,800 175,959,810 

613,949 
153,579,200 

GENERALPLANT 
Land and Land Rights 
Structures and Improvements 
Offlce Furnlture and Equipment 
Offlce Furnlture and Equipment-Computer 
Offlce Furndure and Equipment-Mechanical 
Transportation Equipment 
Stores Equipment 
Tools, Shop and Garage Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communications Equipment 
Miscellaneous Equipment 
Other Tangible Property 

TOTAL GENERAL PLANT 

23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 

389 00 
390.00 
391.00 
391.10 
391 20 
392.20 
393.00 
394.00 
395.00 
396.00 
397.00 
398.00 

690,392 
4,700,674 

814,710 
5,282,952 
2.613,894 
2,666,966 

113,033 
1,752,457 

556,188 
387,860 
916,539 
272,894 

696,010 
4,714.227 

615.359 
5.288.563 

172.234 
1,885,854 

110,266 
1,452,196 

463,799 
321,410 
671,100 
271,296 

696,010 
4,658,889 

589,918 
3,054,691 

33.682 
1,250,985 

78,256 
1,283,841 

340,181 
321,352 
634,055 
271,752 

399.00 1OO,108 100,108 
Sum L 23 to L 35 20,868.667 16,762.422 

100,108 
13,313,720 

37 TOTAL GAS PLANT IN SERVICE Ls3+9+22+36 240,937,912 204.825.426 178.986,769 

38 LESS: Contributions in Aid of Construction (8.467.7831 (7.749.2571 (6,917,159) . .  . , \ .  . , 

39 NET PLANT IN SERVICE L 37 + L 38 232,470,129 197.076,169 172,069,610 

40 
41 

Citizens Acquisition Adjustment 
Addltions of Plant-Manual Due to SAP Conversion 
Accumulated Depreciation 
Construction Work in Progress 

21.316,577 21.316.577 
1,473,265 

(55,356,497) (47.947.758) 
2,327,568 11,577.556 

$ 200,757,777 $ 183,495.809 

21,316,577 
108,190 

(41.831,732) 
8,769,947 @l 1: 

44 TOTAL NET PLANT $ 160,432,592 
AGD Combined RCM FILED REVISED 9-2O.xls 
Sec E!Sch-E-5 (BFI ..BQ60) 



CITIZENS COMMUNICATIONS COMPANY SECTION E 

DETAIL OF ACCUMULATED DEPRECIATION FOR TEST YEAR Page 1 of 1 
ARIZONA GAS DIVISION--COMBINED SCHEDULE E-5A 

WITNESS Doherty 
TEST YEAR ENDED DECEMBER 31,2001 

REVISED 9-20-02 
[ I  1 121 [ 3 1  141 

Line December 31, 
# Description Reference 2001 2000 1999 - 
1 Franchises and Consents 302.00 137,681 123,026 108,371 
2 Miscellaneous Intangible Plant 303 00 151,955 144,370 138,140 
3 TOTAL INTANGIBLE PLANT L l + L 2  289,636 267,396 246,511 - 
4 Land and Land Rights 365 10 (5) 

7 Measuring and Regulating Station Equip 369 00 358,817 250,380 221,543 

5 Rights-of-way 365 20 1,334 1,334 1,401 
6 Mains 367 00 2,586,691 2,208,963 1,936,138 

8 Other Equipment 374 00 7,910 
9 TOTAL TRANSMISSION PLANT Sum L 4  to L 8 2,954,747 2,460,677 2,159,082 - 
10 Land 374 10 
11 Structures and Improvements 375 00 7,826 7,652 7,059 
12 Mains 376 00 23,390,085 20,827,159 18,598,314 
13 Measuring and Regulating Station Equip-Gen 378 00 710,026 628,051 555,887 
14 Measuring and Regulating Station Equip-City G 379 00 736.463 635.965 541.624 
15 Services 
16 Meters 
17 Meter Installations 
18 Regulators 
19 Regulator Installations 
20 Industrial Measurement Equipment 
21 Other Equipment 
22 TOTAL DISTRIBUTION PLANT 

23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 

37 

38 

39 

40 
41 
42 

- 43 

44 

Land and Land Rights 
Structures and Improvements 
Office Furniture and Equipment 
Office Furniture and Equipment-Mechanical 
Office Furniture and Equipment-Computer 
Transportation Equipment 
Stores Equipment 
Tools, Shop and Garage Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communications Equipment 
Miscellaneous Equipment 
Other Tangible Property 

TOTAL GENERAL PLANT 

TOTAL GAS PLANT IN SERVICE 

LESS: Contributions in Aid of Construction 

NET PLANT IN SERVICE 

Citizens Acquisition Adiustment 

380.00 15,256,829 13,277,672 
381 .OO 3,838,359 3,587,083 
382.00 465,389 352,824 
383.00 1,373,523 1,288,280 
384.00 11,442 8,072 
385.00 550,365 518,533 

1 73,156 148,372 
Sum L 10 to L 21 46,513,463 41,279,663 

387.00 

389 00 

390 00 

391 00 
391 10 
391 20 
392 20 
393 00 

394 00 
395 00 
396 00 
397 00 

398 00 

399 00 

Sum L 23 to L 35 

733,152 
171,743 
70,161 

3,789,240 
1,316,056 

26,470 
583,478 
105,815 
320,557 
141,091 
52,539 
21,313 

7,331,615 

640,377 
132,913 
10,697 

2,777,989 
855,910 
23,966 

522,418 
76,291 

257,357 
106,439 
37,892 
15,876 

5,458,125 

1 1,585,399 
3,410,070 

261,490 
1,214,290 

4,274 
486,686 
133,236 

36,798,329 

513,988 
125,555 

8,676 
1,831,840 

593,371 
21,990 

451,221 
61,506 

235,102 
74,057 
24,443 
10,441 

3,952,190 

Ls3+9+22+36 57,089,461 49,465,861 43,156,112 

(1,732,964) (1,518,103) (1,324,380) 

L 37 + L38 55,356,497 47,947,758 41,831,732 

Citizens Acquisition Adjustment-Transwestern 
Accumulated Depreciation 
Construction Work in Progress 

TOTAL NET PLANT $ !~,356,497 - $ 47,947,758 $ 41,831,732 

AGD Combined RCM FILED REVISED 9-2O.xls 
Sec E!Sch-E_5A (BF61..BQ120) 



C l TlZ EN S COM MU N I CAT1 ON S C OM PANY 
ARIZONA GAS DIVISION--COMBINED 

SECTION E 
SCHEDULE E-6 

Line 

Page 1 of 1 
COMPARATIVE DEPARTMENTAL OPERATING INCOME STATEMENTS WITNESS Doherty 

REVISED 9-20-02 TEST YEAR ENDED DECEMBER 31,2001 

December 31, 
- # Description Reference 2001 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 

11 
12 

0 ;: 
15 
16 
17 
18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

Residential 
Commercial 
Industrial 
Irrigation 

Public Authority 
Other Revenue 
Transportation 

PGA Revenues 

TOTAL REVENUE 

OPFRATING RFVFNUF DFDUCTIONS 

Operating and Maintenance Expenses 

--Purchased Gas and Production 
--Other Production Costs 
--Transmission and Distribution 
--Transmission and Distribution 
--Customer Accounting and Collecting 
--Sales Promotion 
--Administrative and General 

--Other Items 

TOTAL 0 8 M EXPENSES 

Depreciation and Amortization 

Taxes -- Other Than Income 

Taxes on Income 

TOTAL OPERATING REVENUE DEDUCTIONS 

OPERATING INCOME (LOSS) 

Other Income (Expense) 

Income Taxes on Other Income (Expense) 

Interest Expenses 

NET INCOME (LOSS) 

AGD Combined RCM FILED REVISED 9-2O.xIs 
Sec E!Sch-E-6 (BTI ..CE60) 

$ 47,410,869 
17,921,764 
1,773,689 

103,015 
3,332,962 

842,786 
1,225,520 

72,610,605 

44,937,283 
732,644 
112,736 

4,983,761 
5 I 768,943 

15,184 
6,586,723 

2000 

$ 38,570,045 
13,970,518 
1,054,642 

133,892 
2,572,649 

364,746 
1,461,684 

58,128,176 

30,194,920 

100,204 
5,567,440 
3,224,843 

18,722 
6,163,904 

49.1 28 

1999 

$ 35,418,526 
12,285,487 

752,051 
44,934 

2,243,916 
41 1,395 

1,460,802 
(324,448) 

52,292,663 

21,809,074 
41 

146,622 
4,401,907 
2.31 1,900 

410,724 
7,534,684 

254.708 

63,137,274 

8,085,696 

3,433,032 

45,319,161 

7,067,483 

5,550,027 

36,869,660 

5,928,589 

3,800,264 

74,656,002 

(2,045,397) 

5,218,700 

(1,643,254) 

(113,469) 

$ 1,416,580 

TO Sch E-2 

57,936,67 1 

191,505 

(418,567) 

84,353 

(91,814) 

$ (234,523) 

TO Sch E-2 

46,598,513 

5,694,150 

420,108 

(5,425,342) 

(761,499) 

$ (72,583) 

TO Sch E-2 



CITIZENS COMMUNICATIONS COMPANY SECTION E 
ARIZONA GAS DIVISION--COMBINED SCHEDULE E-6A 

Page 1 of 2 
COMPARATIVE OPERATING INCOME STATEMENTS---BY FERC ACCOUNT WITNESS Doherty 

TEST YEAR ENDED DECEMBER 31,2001 REVISED 9-20-02 

Line December 31, 
# Description Reference 2001 2000 1999 - 

REVENUE 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 

Residential 
Commercial 
Industrial 

irrigation 
Public Authority 
Forfeited Discounts 
Misc. Service Revenues 
Other Revenue 
Transportation 
PGA Revenues 

Other 
TOTAL REVENUE 

480 $ 47,410,869 
481 17,921,764 

1,773,689 
482 103,015 
487 3,332,962 

286,045 
541,428 

15,313 
1,225,520 

$ 72,610,605 

$ 38,570,045 
13,970,518 
1,054,642 

133,892 
2,572,649 

364,746 
1,461,684 

$ 58,128,176 

$ 35,418,526 
12,285,487 

752,051 
44,934 

2,243,916 

41 1,395 
1,460,802 
(324,448) 

$ 52,292,663 

PRODUCTlON 
13 Steam Expenses 
14 Natural Gas City Gate Purchases 
15 Purchased Gas Expenses 

Total Production 

520 
804 44,937,283 

53 377,334 
30,190,276 21,430,324 

807 732,644 
45,669,927 

4,591 1,457 
30,194,920 21,809,115 

17 
18 
19 
20 
21 
22 
23 
24 
25 

TRA" 
Measuring & Regulating Station 
Other Expenses 
Mains Expense 
Measuring & Regulating Station 
Maintenance of Station Equipment 
Maintenance of Other Equipment 
Operation Supervision and Engineering 

Load Dispatching 
Total Transmission 

820 
824 
855 
857 
864 
867 
870 
871 

2,097 
478 

17,476 
6,259 

355 
476 

83,541 
2,054 

112.736 

292 
1,050 

29,127 
3,653 

50 
538 

52,510 
12,984 

100.204 

DlSTRlBUTlON 
26 Mains & Servicing Expense 
27 MeasuringRegulating Station Expense 
28 MeasuringlRegulating Station Expense 
29 MeasuringlRegulating Station Expense 
30 Meter Expense 
31 Customer Installation Expense 

32 OtherExpenses 
33 Rents 
33A Other 

AGD Combined RCM FILED REVISED 9-2O.xls 
Sec E!Sch-E-GA-PI (BT61 ..CE120) 

874 
875 
876 
877 

a78 
879 
880 
881 

1,158,551 
137,717 
109,072 
21,151 

825,680 
668,743 
548,549 
58,591 

1,177,585 
136,440 
114,044 
15,338 

848,147 
636,345 
704,706 
36,001 

95 
11,582 
34,392 
5,668 

1 62 
613 

64,609 
29,501 

146,622 

1,026,529 
119,850 
135,831 

10,491 
686,082 
575,463 
487,016 
24,376 

982 



CITIZENS COMMUNICATIONS COMPANY SECTION E 
ARIZONA GAS DIVISION--COMBINED SCHEDULE E-6A 

Page 2 of 2 
COMPARATIVE OPERATING INCOME STATEMENTS--BY FERC ACCOUNT WITNESS Doherty 

TEST YEAR ENDED DECEMBER 31,2001 

Line 
# Description - 

w 
34 Maintenance Supervision & Engineering 
35 Maintenance of Structures 
36 Maintenance of Mains 

37 Maintenance Measuring/Regulating 
38 Maintenance MeasuringlRegulating 
39 Maintenance MeasuringlRegulating 
40 Maintenance of Services 

41 Maintenance of Meter 
42 Maintenance of Other Equipment 
43 Total Distribution 

CUSTOMWACCOUNTING & COI I FCTlON 
44 Supervision Customer Accounting 
45 Meter Reading Expense 
46 Customer Records &Collecting 
47 Uncollectible Accounts 
48 Miscellaneous Customer Accounts Expense 
49 Customer service and Information 
50 Supervision - Customer Service 
51 Customer Assistance Expense 
52 Information 8 Instructional Advertising 
53 
54 

Miscellaneous Customer Service & Info 
Total Customer Accounting & Collection 

SALES 
55 Demonstration & Selling 
56 Advertising Expense 
57 Total Sales 

AnMlNlSTRATlVF & GFNFRAL 
58 Administrative & General Salaries 
59 Office supplies & Expense 
60 Outside Services Employed 
61 Property Insurance 
62 Injuries 8 Damages 
63 Employee PensionEenefits 
64 Regulatory Commission Expense 

65 General Expense 
66 Rents-A&G 
67 Maintenance of General Plant 
68 Total A & G 

68A Other Expenses 
69 TOTAL OPERATING WPENSES 

[ I  I 

Reference 

885 
886 
887 

889 
890 
891 
892 
893 
894 

901 
902 
903 
904 

905 
906 
907 
908 
909 
910 

912 
913 

920 
921 
923 
924 
925 
926 
928 
930 
931 
932 

Other 

[ 2 1  131 [ 4 1  

December 31, 
2001 2000 1999 

73,164 
127,000 
573,685 
53,129 

1,581 
4,837 

349,140 
21331 8 
59 653 

4.983.761 

90,957 
608.407 

4,249,910 
636,494 
451 91 

14,167 
16,750 
87,102 
19 965 

5.768.943 

12,912 
2,272 

15.184 

1,146,622 
868,214 
623,282 
102,781 
228,406 

1,744,551 
20,928 

1,491,999 
135,835 
224,105 

6,586,723 

$ 63,137,274 

55,299 
4,382 

798,942 
46,935 

1,532 
6,537 

378,558 
255,462 
351 -187 - , - - -  _ _  

5,567,440 

109,855 
551,277 

2,232,702 
208,673 
51,062 
15,893 
4,249 

18,963 
32.1 69 

3,224,843 

7,292 
1 1,430 
18,722 

1,467,642 
710,356 

1,570,086 
79,347 

185,390 
1,280,687 

23,102 
389,44 1 
214,894 
242,959 

6,163,904 
49,128 

$ 45,319,161 

55,351 
326 

542,689 
40,334 
6,527 

14,566 
404,939 
150,357 
120,198 

4,401,907 

101,178 
435,135 

1,817,514 
(203,756) 

44,298 
6,168 
6,231 

97,900 
7,232 

2,311,900 

352,682 
58,042 

410,724 

1,551,208 
535,474 

1,632,027 
14,672 

191,267 
1,227,149 

118,050 
2,032,172 

54,061 
178,604 

7.534.684 
- I - -  I - -  - 

254,708 
$ 36,869,660 

AGD Combined RCM FILED REVISED 9-2O.xls 
Sec E!Sch_E-GA-P2 (BT121..CE180) 



CITIZENS COMMUNICATIONS COMPANY SECTION E 
ARIZONA GAS DIVISION--COMBINED SCHEDULE E-6B 

Page 1 of 2 
COMPARATIVE OPERATING INCOME STATEMENTS--ELIMINATE GRlFFlTH WITNESS Doherty 

TEST YEAR ENDED DECEMBER 31,2001 

Line December 31,2001 
- # Description Reference TOTAL GRlFFlTH W/O Grifith 

[ 2 1 - [ 3 1  
REVENVE 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 

Residential 
Commercial 

Industrial 
Irrigation 

Public Authority 
Forfeited Discounts 
Misc Service Revenues 
Other Revenue 
Transportation 
PGA Revenues 
Other 

TOTAL REVENUE 

PRODUCTlON 
13 Steam Expenses 
14 Natural Gas City Gate Purchases 
15 Purchased Gas Expenses 

Total Production 

17 
18 
19 
20 
21 
22 
23 
24 
25 

26 
27 
28 
29 
30 
31 
32 
33 

TRA" 
Measuring 8 Regulating Station 
Other Expenses 
Mains Expense 
Measuring & Regulating Station 
Maintenance of Station Equipment 
Maintenance of Other Equipment 
Operation Supervision and Engineering 
Load Dispatching 

Total Transmission 

DlSTRlBUTlON 
Mains &Servicing Expense 
Measuring/Regulating Station Expense 
MeasuringIRegulating Station Expense 

Measuring/Regulating Station Expense 
Meter Expense 
Customer Installation Expense 
Other Expenses 
Rents 

480 $ 47,410,869 
481 17,921,764 

1,773,689 
482 103,015 
487 3,332,962 

286,045 
541,428 

15,313 
1,946,480 

$ 73,331,565 

520 
804 
807 

820 
824 
855 
857 
864 
867 
870 
87 1 

874 
875 
876 

877 
878 
879 
880 

881 

44,937,283 
732,644 

45,669 I 927 

2,097 
478 

17,476 
6,259 

355 
476 

83,541 
2,054 

112,736 

1 ,178,625 
137,840 
112,141 
33,131 

825,703 
668,807 
549,302 
58,591 

$ 

720,960 

$ 720,960 

$ 47,410,869 
17,921,764 
1,773,689 

103,015 
3,332,962 

286,045 
541,428 

15,313 
1,225,520 

$ 72,610,605 

44,937,283 
732,644 

45,669,927 

2,097 
478 

17,476 
6,259 

355 
476 

83,541 
2,054 

1 12,736 

20,074 1,158,551 
123 137,717 

3,069 109,072 
11,980 21 ,I 51 

23 825,680 
64 668,743 

753 548,549 
58,591 

AGD Combined RCM FILED REVISED 9-2O.xls 
Sec E!Sch-E-GB-PI (ET181 ..CE240) 



CITIZENS COMMUNICATIONS COMPANY SECTION E 
ARIZONA GAS DIVISION--COMBINED SCHEDULE E-66 

Page 2 of 2 
COMPARATIVE OPERATING INCOME STATEMENTS---ELIMINATE GRlFFlTH WITNESS Doherty 

TEST YEAR ENDED DECEMBER 31,2001 

Line 
# Description - 

December 31,2001 
TOTAL GRlFFlTH W/O Griffith Reference 

l 2 1 - 1 3 1  

34 
35 
36 
37 
38 
39 
40 
41 
42 
43 

44 
45 
46 
47 
48 
49 
50 
51 
52 . :: 
55 
56 
57 

58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 

w 
Maintenance Supervision & Engineering 
Maintenance of Structures 
Maintenance of Mains 

Maintenance MeasuringlRegulating 
Maintenance MeasuringlRegulating 
Maintenance MeasuringlRegulating 
Maintenance of Services 
Maintenance of Meter 

Maintenance of Other Equipment 
Total Distribution 

CUSTOMFR ACCOUNTING & COI I FCTION 
Supervision Customer Accounting 
Meter Reading Expense 
Customer Records &Collecting 
Uncollectible Accounts 
Miscellaneous Customer Accounts Expense 
Customer service and Information 
Supervision - Customer Service 
Customer Assistance Expense 
Information & Instructional Advertising 
Miscellaneous Customer Service & Info 

Total Customer Accounting & Collection 

SALES 
Demonstration & Selling 
Advertising Expense 

Total Sales 

STRATIVF & GFNFRAL 
Administrative & General Salaries 
Office Supplies & Expense 
Outside Services Employed 
Propety Insurance 
Injuries 8 Damages 

Employee PensionlBenefits 
Regulatory Commission Expense 
General Expense 
Rents - A 8 G 
Maintenance of General Plant 

Total A & G 

885 
886 
887 
889 
890 
891 
892 
893 

894 

901 
902 
903 
904 
906 
906 
907 
908 
909 
910 

912 
913 

920 
921 
923 
924 
925 
926 
928 
930 
931 
932 

73,185 
127,000 
574,533 
53,129 
1,581 
4,837 

349,140 
21331 8 
59,653 

5,020,716 

90,957 
608,407 

4,250,222 
636,494 
45,191 

14,167 
16,750 
87,102 
19,965 

5,769,255 

12,912 
2,272 

15,184 

1,159,500 
869,879 
623,282 
102,781 
228,557 

1,745,418 
20,928 

1,492,910 
135,835 
224,105 

6,603,195 

69 TOTAL OPERATING EXPENSES 

70 Depreciation Expense 

71 Taxes -- Other Than income 

$ 63,191,013 

$ 8,266,988 

$ 3,433,493 

21 

848 

36.955 

312 

31 2 

12,878 
1,665 

151 
867 

91 1 

16,472 

$ 53,739 

$ 181,292 

s 461 

73,164 
127,000 
573,685 
53,129 

1,581 
4,837 

349,140 
213,518 
59,653 

4,983,761 

90,957 
608,407 

4,249,910 
636,494 
45,191 

14,167 
16,750 
87,102 
19,965 

5,768,943 

12,912 
2,272 

15.184 

1,146,622 
868,214 
623,282 
102,781 
228,406 

1,744,551 
20,928 

1,491,999 
135,835 
224,105 

6,586,723 

$ 63,137,274 

$ 8,085,696 

$ 3,433,032 

AGD Combined RCM FILED REVISED 9-2O.xls 
Sec E!Sch_E-GB-P2 (BT241 ..CE300) 



CITIZENS COMMUNICATIONS COMPANY 
ARIZONA GAS DIVISION--COMBINED 

OP ERATl NG STAT1 STl CS 

TEST YEAR ENDED DECEMBER 31,2001 

Average 
Line Therms Number of 
# Description Sold Customers - 

YEAR ENDED DECEMBER 31.2001 

1 Residential 
2 Commercial 
3 Industrial 
4 Irrigation 
5 Public Authority 

YEAR ENDED DF CEMBER 31.2000 

6 Residential 
7 Commercial 

Industrial 
9 Irrigation 
10 Public Authority 

YEAR ENDED DECEMBER 31.1999 

11 Residential 
12 Commercial 
13 Industrial 
14 Irrigation 
15 Public Authority 

6,580,386 109,300 
3,000,970 9,920 

397,663 25 
19,934 8 

606,471 861 

6,281,662 
2,946,551 

299,797 
15,789 

582,875 

5,847,542 
2,919,285 

247,038 
12,206 

571,024 

SECTION E 
SCHEDULE E-7 

Page 1 of 1 
WITNESS 

131  

Average 
Annual 

Therms Per 
Customer 
[ I  1 / [ 2 1  

60.20 
302.52 

15,906.52 
2,491.75 

704.38 

Doherty 

REVISED 9-20-02 

[ 4  1 

Average 
Annual 

Revenue Per 
Customer 

S c h E - 6 / [ 2 )  

$ 434 
$ 1,807 
$ 70,948 
$ 12,877 
$ 3,871 

102,028 61.57 $ 378 
9,696 303.89 $ 1,441 

23 13,034.65 $ 45,854 
8 1,973.63 $ 16,737 

831 701.41 $ 3,096 

96,274 60.74 $ 368 
9,533 306.23 $ 1,289 

23 10,740.78 $ 32,698 

822 694.68 $ 2,730 
9 1,356.22 $ 4,993 

AGD Combined RCM FILED REVISED 9-2O.xls 
Sec E!Sch-E-7 (CHI..CSGO) 



CITIZENS COMMUNICATIONS COMPANY 
ARIZONA GAS DIVISION--COMBINED 

TAXES CHARGED TO OPERATIONS 

SECTION E 
SCHEDULE E-8 

Page 1 of 1 
WITNESS Doherty 

TEST YEAR ENDED DECEMBER 31,2001 

Line 
# Description 

FEDERAI, AND S TATE IN COMF TAXF~S 

1 Federal 
2 State 
3 
4 
5 Amortization of ITC 

Provision for ADIT - Federal 
Provision for ADIT - State 

6 TOTAL INCOME TAXES 

7 

10 
11 
12 
13 

14 

OTHER TAXES 

OTE: 

Payroll Taxes 
Property Taxes 
Regulatory Assessments 
Sales 
Franchise and License 
Gross Receipts and Franchise 
Other 

TOTAL OTHER TAXES 

Sales and Franchise & License Taxes are nc. recordel 

December 31, 
2001 2000 1999 

$1,308,018 $ (56,473) $4,607,130 
342,923 (1 8,783) 818,211 

(7,687) (9,097) - 

$1,643,254 $ (84,353) $5,425,341 

$ 565,742 $ 468,245 $1,240,697 
4,107,911 3,902,968 1,887,264 

984,551 565,189 
(1,250,000) 51,985 30,692 

33,344 44,565 
9,379 108,925 31,857 

$3,433,032 $5,550,018 $3,800,264 

in Revenue or in Taxes-Other Than Income. 
Therefore, no adjustment has been made to eliminate those taxes from Operating Revenue. 
Sales and Franchise & License Taxes are shown here to allow for inclusion in the Working Capital Calculation. 

All financial statements and statistical schedules exclude revenue and expenses associated with Merchandising. 

AGD Combined RCM FILED REVISED 9-2O.xls 
Sec E!Sch-E-8 (CVI..DG60) 



CITIZENS COMMUNICATIONS COMPANY 
ARIZONA GAS DIVISION-COMBINED 

NOTES TO FINANCIAL STATEMENTS 

SECTION E 
SCHEDULE E-9 

Page 1 of 1 
WITNESS Doherty 

TEST YEAR ENDED DECEMBER 31,2001 
REVISED 9-20-02 

[I 1 

Rate or 
Amount 

[ a ] The Company is on the accrual accounting method as prescribed by the Uniform System of Accounts. 

[ b ] The Company uses the straight line method for calculating depreciation expense using the depreciation rates 
approved in Decision No. 58664 (NAGD) and 55535 (SCGD) 

This method produces a composite depreciation rate of approximately 3.49% 
Northern Arizona Gas Division 

Santa Cruz Gas Division 3.68% 

[ c ] The Company uses the Normalization Method of computing Income Taxes. 

[ d ] Rates used to charge Allowance for Funds Used During Construction for the following years were: 

Northern Arizona Gas Division 
2001 
2000 
1999 
1998 
1997 
1996 

Santa Cruz Gas Division 
2001 
2000 
1999 
1998 
1997 
1996 

6.02% 
6.02% 
6.20% 
6.49% 
6.1 3% 
8.57% 

6.53% 
6.53% 
6.81% 
7.19% 
6.38% 
8.57% 

OTE: The Northern Arizona Gas Division was acquired by Citizens in December 1991 

OTE: All financial statements and statistical schedules exclude revenue and expenses associated with Merchandising. 

AGD Combined RCM FILED REVISED 9-20.~1s 
Sec E!Sch-E-9 (DJI..DU60) 



CITIZENS COMMUNICATIONS COMPANY 

ARIZONA GAS DIVISION--COMBINED 

PROJECTIONS AND FORECASTS 

SECTION F 



Line 
# - 

5 

e 6 

7 

8 

NOTE: 

CITIZENS COMMUNICATIONS COMPANY 
ARIZONA GAS DIVISION--COMBINED 

PROJECTED FINANCIAL STATEMENTS 
AT PRESENT AND PROPOSED RATES 

TEST YEAR ENDED DECEMBER 31,2001 

DescriDtion 

11 1 

Reference 

REVENUE 

0 PE RAT1 N G EXPENSES 

OPERATING INCOME (LOSS) 

AFUDC 

OTHER INCOME (EXPENSE) 

NET INCOME 

Earning Per Share of Average Common Stock 

Percent Return on Common Equity 

Recorded 
Year Ended 

December 31, 
2001 

$ 72,610,605 

74,656,002 

L 1  - L 2  (2,045,397) 

1,432,017 

2,029,960 

$ 1,416,580 
TO Sch A-2 

NIA 

N IA 

SECTION F 
SCHEDULE F-I 

Page 1 of 1 
Wl TN ESS Mason 

REVISED 9-20-02 

[ 3 1  [ 4 1  

Projected Year Ended December 31, 2002 

Present Proposed 
Rates Rates 

$ 103,921,000 [ a ] $ 125,929,000 [ a ] 

106,659,000 [ a ] 115,371,000 [ a ] 

(2,738,000) 10,558,000 

1,848,000 1,848,000 

866,000 866,000 

$ (24,000) $ 13,272,000 
TO Sch A-2 TO Sch A-2 

NIA NIA 

NIA NIA 

INFORMATION FOR PREFERRED DIVIDENDS, COMMON STOCK AND EARNINGS PER SHARE OF COMMON STOCK 
ARE NOT AVAILABLE FOR THE NAGD AND SCGD SINCE THEY ARE DIVISIONS AND HAVE NO COMMON STOCK OR 
PERFERRED STOCK. 

Includes Prior Year's Gas Cost Recovery in the Amount of $ 27,600,000 

AGD Combined RCM FILED REVISED 9-2O.xls 
Sec F!Sch-F_l (AI ..L60) 



CITIZENS COMMUNICATIONS COMPANY 
ARIZONA GAS DIVISION--COMBINED 

PROJECTED CHANGES IN FINANCIAL POSITION 

TEST YEAR ENDED DECEMBER 31,2001 

[I I [ 2 1  

SECTION F 
SCHEDULE F-2 

Page 1 of 1 
WITNESS Mason 

REVISED 9-20-02 

131 [ 4 1  
Projected Year Ended 12-31-02 
Present Proposed 
Rates Rates 

Year En#-A 
December 31, 

Reference 2001 
Line 

# Description - 
SOURCE OF FUNDS 

From Operations: 
1 Netlncome 
2 
3 Griffith Earnings 
4 Other Income (Expense) Items 
5 Sub-Total 

Allowance for Funds Used Dunng Construction 
$ 1,416,580 

(1,432,017) 
200,000 

$ (24,000) $ 13,271,000 
(1,432,017) (1,432,017) 

Sum ( L  1 to L 4 )  $ 184,563 $ (1,456,017) $ 11,838,983 

6 Depreciabon 8,085,696 9,026,410 9,026,410 

7,570,393 20,865,393 7 Total From Operations L 5 + L 6  8,270,259 

From Other Sources: 
Increase in Customer Advances and ClAC 
Increase in Regulatoty Liabilities 
Increase in Accumulated Deferred Income Taxes 
Increase in Accounts Payable Associated Companies 
Decrease in note Receivable Associated Companies 

8 
9 
10 
11 
12 
13 
14 
15 
16 

5,603 
34,106 

1,703,769 
172,668,924 
90,546,603 

Increase in Miscellaneous Operating Reserves 
Increase in Current 8 Accrued Liabilities 

Decrease in Current Assets 
Decrease in Other Assets 

- [ b ]  4,869,907 
- [ b l  
- [ b l  
- [ b l  

Total From Other Sources Sum (L 8to L 17) 264,959,005 4,869,907 

19 TOTAL FUNDS PROVIDED L7+L18 $ 273,229,264 $ 12,440,300 $ 20,865,393 

APPLICATION OF FUNDS 

20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

31 

Construction Expendltures (Including CWIP) 
“Retirements” Decreasing PIS at end of year 
Increase in Current Assets 
Increase in Other Assets 

24,670,706 12,440,300 
676,957 [ c ] 

2,681,044 [ b ]  
23,328,369 [ b ]  

202,938,747 [ b ] 
2,783,967 1 b ] 

- I b l  

12,440,300 

8,425,093 Decrease in Misc Operating Reserves 
Decrease in Current and Accrued Liabilities 
Decrease in Regulatory Liabilities 
Decrease in Accumulated Deferred Income Taxes 
Decrease in Accounts Payable Associated Companies 
Increase in note Receivable Associated Companies 

Funds Distnbuted For Year 16,149,474 [ a ]  

TOTAL FUNDS APPLIED Sum (L 20 to L 31) $ 273,229,264 $ 12,440,300 

Chanae in Unappropriate Earned Surplus TO SCh A-5 
Funds Provided to Unappropriated Earned Surplu L 5 184,563 
Decrease in Unappropriated Earned Surplus 15,964,911 
Total Distributed for Year $ 16,149.474 

32 

I a l  
33 
34 
35 

$ 20,865,393 

TO Sch A-5 

@ ;:; 
NOTE: NAGD and SCGD do not issue dibt or equity securities and therefore there are no changes in thosecategories. 

Excludes Changes Intercompany Assets or Liabilities which are shown separately 
Retirements are included in change in Plant balances as a reduction, therefore need to be added to get total for Construction Exoendit 

AGD Combined RCM FILED REVISED 9-2O.xls 
Sec F!Sch-F-2 (01 ..270) 



Line 
# 

1 

5 e 

CITIZENS COMMUNICATIONS COMPANY 
ARIZONA GAS DIVISION-COMBINED 

PROJECTED CONSTRUCTION REQUIREMENTS 
AT PRESENT AND PROPOSED RATES 

SECTION F 
SCHEDULE F-3 

Page 1 of 1 
WITNESS Mason 

TEST YEAR ENDED DECEMBER 31,2001 REVISED 9-20-02 

Year Ended 
December 31, 

Projected Year Ended December 31, 

DescriDtion 2001 2002 2003 

INTANGIBLE PLANT $ 622,991 $ $ 

TRANSMISSION PLANT 17,454,454 314,200 1,400,000 

DISTRIBUTION PLANT 201,991,800 11,810,800 18,900,000 

GENERAL PLANT 20,868,667 315,300 700,000 

TOTAL PLANT $ 240,937,912 $ 12,440,300 $ 21,000,000 

TO A-4 

TOTAL 2001 $ 240,937,912 

Less: ClAC (8,467,783) 

NET CITIZENS' FUNDS $ 232.470.1 29 

AGD Combined RCM FILED REVISED 9-2O.xls 
Sec F!Sch-F-3 (ACI..ANGO) 

2004 

$ 

12,550,000 

650,000 

$ 13,200,000 

To A 4  



a 

e 

0 

CITIZENS COMMUNICATIONS COMPANY 
ARIZONA GAS DIVISION-COMBINED 

ASSUMPTIONS USED IN DEVELOPING PROJECTIONS 

TEST YEAR ENDED DECEMBER 31,2001 

SECTION F 
SCHEDULE F-4 

Page 1 of 1 
WITNESS Mason 

REVISED 9-2002 

[ a ] Projections for Operations are based on Testimony of Mr. Gary Smith 

[ b ] Citizens Communicaitons does not project capital structure or cost rates for components of capital structure 
and therefore the data is not available. 

AGD Combined RCM FILED REVISED 9-2O.xIs 
Sec F!Sch-F-4 (AQI..BB60) 



CITIZENS COMMUNICATIONS COMPANY 

ARIZONA GAS DIVISION--COMBINED 

COST OF SERVICE STUDY---(See Separate Model) 

SECTION G 



CITIZENS COMMUNICATIONS COMPANY 

A RlZON A GAS D lVlS ION --COMB IN ED 

EFFECT OF PROPOSED TARIFF SCHEDULES---(See Separate Model) 

SECTION H 



DESCRIPTION OF 
CHANGES 



CITIZENS COMMUNICATIONS COMPANY 
CITIZENS COMBINED AGD 

Control 

&I 

A-3A 

A-3A Pg2 

e &J 

- B-3 

- B-4 

B-4C PP - 1 

Corrections to “AGD Combined RCM 7- 13 .xls” 

Replaced with “AGD Combined RCM FILED Revised 9-20.~1~” 

CHANGES TO RESPOND TO DEFICIENCY EXHIBIT 

Added new lines for new schedules with links - Three Pages 

Replaced Fair Value numbers on Lines 1 and 3 to reflect changes to 
NAGD RCN amounts on Schedule B-5C, Page 1, line 11 and cell 
references to SCGD on Schedule B-5C, Page 1 in column 9. 

Replaced Pro Forma Capital Structure with Capital Structure of Citizens 
Communications Company (“CCC”) for year end 1999 to 2001 and 
projected for 2002. 

NEW Schedule showing the detail for the calculation of the CCC capital 
structure on “A-3”. 

NEW Schedule showing weighted cost for capital structure elements. 

Changes in columns [ 3 3 and [ 5 3 on lines 1 ,2 ,3 ,7  and 16 to show 
impact of changes to RCN amounts on Schedule B-5C, page 1, Line 11 
and column [ 9 3. 

Changed Schedule reference from B-4 to B-3. 

Changes in amounts on Lines 1,4 and 8 to show impact of changes to 
RCN amounts on Schedule B-4C, page 1, Line 11 and column [ 9 3. 

Changed Schedule reference from B-5 to B-4. 

Changes in amount on Line 11, column 2 to show impact of changes to 
RCN amounts on Schedule B-4C, page 1, Line 11 and column [ 9 3 and 
change in cell references for SCGD from Schedule B-4C, Page 2.  

Changed Schedule reference from B-5C to B-4C. 

Elimination of RCN amount on line 11 because plant removed from 
original cost and change in cell reference for data from SGCD. Cell 
reference error double counted RCN for retirements at SCGD. 

B-4C Pg 2 * 
9/20/2002 

Changed Schedule Reference from B-5C to B-4C. 

1 
C:Ray Mason\Changes to AGD Combined RCM 7-1 3.xls 9-20xIs.doc 



CITIZENS COMMUNICATIONS COMPANY 
CITIZENS COMBINED AGD 

Corrections to “AGD Combined RCM 7- 13 .xis" 

Replaced with “AGD Combined RCM FILED Revised 9-20.~1~” 

Changed cell references in column 8 to reflect new SCGD schedule B-5C 
page 2 and corrected reference on Line 38, column [ 8 1. 

B-10 

C-2, B Pg 3 

D-1A 

D-3A 

0 
- E-1 

- A-1 

- A-2 

Changes in amounts on line 1 and 3, columns [ 3 3 and [ 4 ] and line 4 to 
show impact of changes to RCN amounts on Schedule B-5C, page 1, Line 
1 1 and column [ 9 1. 

Added combined overtime calculation for NAGD and SCGD. Resulting 
rate, 9.19% not used. Used lower sum of Overtime for each property 
because of distortion from Santa Cruz Electric inclusion in Overtime data 
on the SCGD sum. SCED excluded from SCGD calculation of overtime, 
but not from summary data because done on individual employee basis. 

NEW Schedule showing CCC capital structure at December 31,2001. 

REPLACED Schedule D-3 Page 2 of 2 showing detail for EPPICS 
Preferred Stock. 

Corrected Plant in Service amount on Line 1 for 1999 to reflect reduction 
of $10,180 not added to balance for NAGD. 

Also corrected reference to ADIT on Line 32 from SCGD for each year. 

Changed references in column [ 1 1, Lines 33,38 and 39. 

Provided Change in Equity information for 1999 to 2001. 

ADDITIONAL CHANGES FROM COMPANY REVIEW 

Overall revenue requirement decreased by $1 as a result of rounc 
cleanup and resulting changes to Working Capital. 

Changed reference for Revenues source. 

Added information on Other Income and Expenses for all years. 

Added information for Projected Years 2003 and 2004. 

ing 

9/20/2002 
C:\Fby MasonKhanges to AGD Combined RCM 7-1 3.xls 9-20xIs.doc 
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CITIZENS COMMUNICATIONS COMPANY 
CITIZENS COMBINED AGD 

Corrections to “AGD Combined RCM 7-1 3 . ~ 1 ~ ”  

Replaced with “AGD Combined RCM FILED Revised 9-20.~1~” 

e 

B-5B 

C-2, B PP - 2 

C-2, H PP - 2 

- D-1 

E-2 

- E-3 

Updated cash flows from operations and cash from investing activities and 
included projected years. 

Allowance for Working Capital changed because of rounding corrections 
and update of WC amount on line 15. 

Changed Schedule reference from B-6 to B-5. 

Calculation of dollar amount for Property Taxes on Line 17 not rounded 
on SCGD expense adjustment schedule requiring changes in columns [ 4 ] 
and [ 7 3 and a decrease in Working Capital amount. 

Changed Schedule reference from B-6B to B-5B. 

Calculation of dollar amount for Property Taxes on Line 17 not rounded 
on SCGD expense adjustment schedule requiring changes in columns [ 4 ] 
and [ 7 ] and a decrease in Working Capital amount. 

Replaced calculation on Line 15 with addition of property amounts. This 
changed the total on this page to conform with the amount used for pro 
forma payroll expense. The pro forma amount was based on the addition 
of the amounts for NAGD and SCGD because of the difference in the 
payroll adjustment. 

Accumulated Depreciation for Transportation Equipment not shown on 
original, Line 10, Column [ 2 3. This did not impact the expense since the 
total (Line 18, Column [ 4 1) was the sum of NAGD and SCGD because 
each property had different tax ratios. 

Changes on Lines 6 and 7 reflect changes to RCN described above and 
change in cell reference described on SCGD and NAGD. 

NAGD removed Griffith from Other Income in 2002 and reflected 
AFUDC separately for each year. 

NAGD adjusted to show Griffith separate on line 6, remove from “Net 
Income From Operations” on line 1 in 2001 and corrected AFUDC 
amounts for each year. 

9/20/2002 
C:Ray MasonWhanges to AGD Combined RCM 7-13.xls 9-20xIs.doc 
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CITIZENS COMMUNICATIONS COMPANY 
CITIZENS COMBINED AGD 

E-5A 

B-2 

B-4A 

B-4B 

B-5A 

- B-6 

c -2  Pg - 1 

C-2 D 

a C-2 E 

Corrections to “AGD Combined RCM 7-1 3 . ~ 1 ~ ”  

Replaced with “AGD Combined RCM FILED Revised 9-20.~1~” 

Added amounts on Line 41 for additional items resulting from S A P  
Conversion activity. 

Changed references in column [ 1 1, Lines 9,22,36,37 and 39. 

Corrected Accumulated Depreciation amount for 1999. 

Changed references in column [ 1 3, Lines 9,22,36,37 and 39. 

Remove Griffith income from Net Income on line 25, column 2. 

SCGD Data not shown on original schedule. 

Changed format for Changes in Financial Position. 

Updated projection of Construction Expenditures for 2003 and 2004. 

TITLE OR REFERENCE CHANGES ONLY 
NO SCHEDULE COPY PROVIDED 

Changed footnote re fer enc es . 

Changed Schedule reference from B-5A to B-4A. 

Changed Schedule reference from B-5B to B-4B. 

Changed Schedule reference from B-6A to B-5A. 

Changed reference on Line 1. 

Changed reference on Lines 4 to 8. 

Changed Schedule reference from B-3 to B-6. 

Changed reference on Line 28. 

Changed reference on Line 9. 

Changed reference on Line 9. 

9/20/2002 
C : k y  Mason\Changes to AGD Combined RCM 7-13 .~1~  9-20xls.doc 
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C-2 F 

c-2 I 

D-2 

D-3 

E-6A 

CITIZENS COMMUNICATIONS COMPANY 
CITIZENS COMBINED AGD 

Corrections to “AGD Combined RCM 7-13.~1~” 

Replaced with “AGD Combined RCM FILED Revised 9-20.~1~” 

Changed reference on Line 9. 

Changed reference on Line 41. 

Added footnote on short-term debt. 

Added reference to Citizens Preferred Debt. 

Added Line number 33A for “Other” descripti L. 

Added description for line between Lines 68 and 69,68A for amounts 
shown in columns [ 3 ] and [ 4 1. 

Replaced “E” in reference below heading of column [ 4 ] with “E-6”. 

Added footnote. 

Changed footnotes . 

9/20/2002 
C:\Ray MasonKhanges to AGD Combined RCM 7-13.xls 9-20xkdoc 
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CITIZENS COMMUNICATIONS COMPANY 

TEST YEAR ENDED DECEMBER 31,2001 
ARIZONA GAS DIVISION--COM BI N ED 

1 CITIZENS COMMUNICATIONS COMPANY 
2 ARIZONA GAS DIVISION-COMBINED 
3 TEST YEAR ENDED DECEMBER 31,2001 
4 AGD 

SECTION A 

5 SCHEDULE 

6 SCHEDULE 

7 SCHEDULE 

8 SCHEDULf 
9 SCHEDULE 

10 SCHEDULE 

SECTION B 

11 SCHEDULE 

12 SCHEDULE 

13 SCHEDULE 

14 SCHEDULE 

15 SCHEDULE 

16 SCHEDULE 

17 SCHEDULE 
18 SCHEDULE 

19 SCHEDULE 

20 SCHEDULE 

21 SCHEDULE 
22 SCHEDULE 

23 SCHEDULE 

24 SCHEDULE 

25 SCHEDULE 
26 SCHEDULE 

27 SCHEDULE 

28 
29 
30 

SECTION C 

31 SCHEDULE 

32 SCHEDULE 

33 ADJUSTMENT 

34 ADJUSTMENT 

35 ADJUSTMENT 

36 ADJUSTMENT 

37 ADJUSTMENT 

38 ADJUSTMENT 

39 ADJUSTMENT 

40 ADJUSTMENT 

41 ADJUSTMENT 

42 ADJUSTMENT 

43 ADJUSTMENT 
44 ADJUSTMENT 

A-1 

A-2 

A-3 

A-3A 

A-4 

A-5 

B-1 

8-2 

8-3 
8-4 

B-4A 

8-48 

B-4C 

8-5 

8-5A 

B-5B 

56 
0-7 
8-0 

8-9 

B-10 

5 1  1 

8-12 

C-1 

c-2 

A 

B 
C 

D 

E 

F 

G 

H 

I 
J 

K 
L 

CONTROL 
Page 1 of 3 

REVISED 9-20-02 

WITNESS 

Mason 
Mason 
Mason 
Mason 
Mason 
Mason 

Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Mason 
Mason 
Mason 
Mason 
Apuzzo 
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Doherty 
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Doherty 
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Mason 
Mason 
Mason 
Mason 
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Doherty 
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Apuzzo 
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AGD Combined RCM FILED REVISED 9-2O.xls 
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45 
46 
47 
48 
49 
50 
51 
52 

53 

ADJUSTMENT 

ADJUSTMENT 

ADJUSTMENT 

ADJUSTMENT 

ADJUSTMENT 

ADJUSTMENT 

ADJUSTMENT 

ADJUSTMENT 

CITIZENS COMMUNICATIONS COMPANY 

TEST YEAR ENDED DECEMBER 31,2001 
ARIZONA GAS DIVISION-COMBINED 

SCHEDULE C-3 GROSS RFYFNl IF CONVFRSION FACTOR 

SECTION D 
54 SCHEDULE 

55 SCHEDULE 
56 SCHEDULE 

57 SCHEDULE 
58 SCHEDULE 

59 SCHEDULE 

60 SCHEDULE 
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SECTION F 
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E-I 
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E-4 

E-5 
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E-6 
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E-7 

€4 
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F- 1 
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SECTION G 
78 SCHEDULE 

79 SCHEDULE 

80 SCHEDULE 

81 SCHEDULE 

82 SCHEDULE 

83 SCHEDULE 
84 SCHEDULE 

SECTION H 

85 SCHEDULE 

86 SCHEDULE 

87 SCHEDULE 

88 SCHEDULE 

89 SCHEDULE 

90 SCHEDULE 

91 SCHEDULE 

CITIZENS C0,MMUNICATIONS COMPANY 

TEST YEAR ENDED DECEMBER 31,2001 
ARIZONA GAS DIVISION-COMBINED 

COST OF SERVICE STUDY---(See Separate Model) 
G-1 

G-2 

G-3 

COST OF SERVICE AT PRESENT RATES 

COST OF SERVICE AT PROPOSED RATES 

RATE BASE ALLOCATION OT CLASS OF SERVICE 

G-4 EXPENSE ALLOCATION TO CLASS OF SERVICE 

G-5 

G-6 

G-7 ALLOCATION FACTORS 

DISTRIBUTION OF RATE BASE BY FUNCTION 

DISTRIBUTION OF EXPENSES BY FUNCTION 

EFFECT OF PROPOSED TARIFF SCHEDULES--(Se Separate Modd) 
SUMMARY OF REVENUE BY CUSTOMER CLASSIFICATION H-1 

H-1A SUMMARY OF REVENUE BY DETAIL RATE SCHEDULE 

H-2 ANALYSIS OF MARGIN REVENUE 

H-3 

H-4 TYPICAL BILL ANALYSIS--SUMMARY 

H-5 TYPICAL BILL ANALYSIS-DETAIL 

CHANGES IN COMPARATIVE RATE SCHEDULES 

H-6 PROPOSED TARIFFS AND RULES AND REGULATIONS 

IN RATE CASE MODEL-NOT FILED 

WORKPAPERS 
92 SCHEDULE WP-1 RFSUI TS OF O P F R m N S  COMPARISON s 1999 t92ap1 

93 SCHEDULE WP-2 Not Summarwed 

94 SCHEDULE WP-2A Not Used 

95 SCHEDULE WP-3 E E " U A l l 7 - A  

96 SCHEDULE WP-4 F- 

JN RATE CASE MODEL--NOT FILED 

COST OF SERVICE 

97 PAGE 
98 PAGE 

99 PAGE 

100 PAGE 

101 PAGE 

102 PAGE 

103 PAGE 

COST OF SERVICE INPUT DATA 

1 -  
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3- 
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5 
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7 -  
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Harrison 
Harrison 
Harrison 
Harrison 
Harrison 
Harrison 

Doherty 
Doherty 
Doherty 
Doherty 
Doherty 

Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Doherty 

AGD Combined RCM FILED REVISED 9-2O.xls 
Control!Control-F'-3 (A121 ..KI 80) 
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CITIZENS COMMUNICATIONS COMPANY SECTION A 
ARIZONA GAS DIVISION--COMBINED SCHEDULE A-3 

Page 1 of 1 
SUMMARY OF CAPITAL STRUCTURE AND CALCULATION OF FAIRVALUE RATE BASE WITNESS Mason 

TEST YEAR ENDED DECEMBER 31,2001 

[ I  1 121 

Line 
# Description Ratio RCND 

Sch. B-1 
Capital Ratios of Citizens Communications Comoanv I b l  

Year Ended 12/31/99 
1 --De.bt 
2 --Preferred Stock 
3 -Common Equity 
4 Total 

Year Ended 12/31/00 
5 --Debt 
6 --Preferred Stock 
7 -Common Equity 
8 Tota I 

Year Ended 12/31/01 
9 --Debt 
10 --Preferred Stock 

50.20% 
4.72Oh 

45.08% 
100.00% 

62.8Ooh 
3.90% 

33.30% 
100.00% 

75.1 1 % 
2.33% 

11 --Common Eauitv 22.56% . .  
12 Total 100.00% 

Year Ended 12/31/02 (Projected) [ a  1 
13 -Debt 
14 --Preferred Stock 
15 --Common Equity 
16 Total 

PRO FORMA FOR RATE CASE 

17 --Debt 
18 --Preferred Stock 
19 -Common Equity 
20 Tota I 

Fair Value Rate Base 

1 -RCND Component 

2 --Original Cost Component 

75.00% 
2.30% 

22.70% 
100.00% 

50.00% 
0.00% 

50.00% 
100.00% 

50.OO0h 

50.00% 

3 -Fair Value Rate Base 100.00% 

$ 190,413,326 

REVISED 9-20-02 
[ 3 1  141 

Original Fair 
cost Value 

Sch. B-1 [I 1 * [ 2 1 o r [ 3 1  

$ 95,206,663 

$ 149,628,356 74,814,178 

$ 170,020,841 

[ a ] Citizens Communications does project capital sturcture. Therefore the 12 I 3 1  IO1 Capital Structure was used as basis for projecti 

[ b ] 

AGD Combined RCM FILED REVISED 9-2O.xls 

Citizens Communications did not have any Short-Term Debt for any of the years presented. * 
Sch-A-3 (AKI ..AV60) 



CITIZENS COMMUNICATIONS COMPANY 
ARIZONA GAS DIVISION--COMBINED 

SECTION A 
SCHEDULE A-3A 

Page 1 of 2 
WITNESS Mason CITIZENS COMMUNICATIONS CAPITAL STRUCTURE DECEMBER 31 1999 to 2001 

TEST YEAR ENDED DECEMBER 31,2001 
REVISED 9-20-02 

[ 3 1  1 4 1  

Line 
# Description Reference Amount - Amount Ratio 

[ 3 ] t o  Total 

Capital Ratios of Citizens Communications Companv r b L 

Year Errded 12/31/99 
1 -Long-term Debt 
2 -Current Maturities 
3 --Energy Units 
4 Total Long-Term Debt 

GCC 10-u 
F 3  $ 2,107,460,000 
F3  31 .I 56,000 

F-3 

L 1 + L 2 + L 3  $ 2,138,616,000 50.20% 

5 --Preferred Stock 
6 -Common Equity 
7 Total 

F-3 
F 3  

L 4 + L 5 + L 6  

201,250,000 4.72% 
1.919.935.000 45.08% 

$ 4,259,801,000 100.00% 

Year Ended 12/31/00 
8 -Long-term Debt 
9 -Current Maturities 
10 --Energy Units 
11 Total Long-Term Debt 

GCC 10-K 
F 3  $ 3,062,289,000 

F 3  181,014,000 

F 3  
L 8 +  L 9 +  L 10 $ 3,243,303,000 62.80% 

12 -Preferred Stock 
13 -Common Equity 
14 Total 

F 3  

F-3 
L 11 + L 12 + L 13 

201,250,000 3.90% 
1.720.001 .OOO 33.30% . . .  

$ 5,164,554,000 100.00% 

Year Ended 12/31/01 
15 -Long-term Debt 
16 -Current Maturities 
17 --Energy Units 
18 Total Long-Term Debt 

F 3  $ 5,534,906,000 
F 3  483,906,000 

F 3  460,000,000 

L 15+ L 16+ L 17 $ 6,478,812.000 75.11% 

19 --Preferred Stock 
20 --Common Equity 
21 Total 

F 3  

F3 
L 18 + L 19 + L 20 

201,250,000 2.33% 
1,946,142,000 22.56% 

$ 8,626,204,000 100.00% 

Year Ended 12/31/02 (Proiected) r a 1 
22 --Long-term Debt $ 

23 --Current Maturities 
24 --Energy Units 
25 Total Long-Term Debt L22 + L 23 + L24 5 #DIVlO! 

26 -Preferred Stock 
27 --Common Equity 
28 Total 

#DIVlO! 
#DIV/O! 

$ #DIV/O! L 2 5 + L 2 6  L27 

[ a ] Citizens Communications does project capital sturcture. Therefore the 12 I 3 1  / 01 Capital Structure was used as basis for p 

[ b 3 
AGD Combined RCM FILED REVISED 9-2O.xls 
Sc h ! Sc h-A-3A (AK6 1.. AV 1 20) 

Citizens Communications did not have any Short-Term Debt for any of the years presented. 



CITIZENS COMMUNICATIONS COMPANY 
ARIZONA GAS DIVISION-COMBINED 

SUMMARY OF CAPITAL STRUCTURE AND WEIGHTED COSTS 
TESTYEAR ENDED DECEMBER 31,2001 

11 1 121 

Line 
# Description Ratio 

Capital Ratios of Citizens Communications Comoanv 5 b ]  

SECTION A 
SCHEDULE A-3A 

Page 2 of 2 
WITNESS Mason 

REVISED 9-20-02 
131 141 

Year End Earned 
Weighted 
Cost Rate 

Year Ended 12/31/99 
1 -Debt 
2 --Preferrid Stock 
3 -Common Equity 
4 Total 

Year Ended 12/31/00 
5 -Debt 
6 -Preferred Stock 
7 -Common Equity 
8 Total 

Year Ended 12/31/Of 
9 -Debt 
10 -Preferred Stock 
11 -Common Equity 
12 Total 

50.20% 
4.72% 
45.08% . -  

100.00% 

62.80% 
3.90% 
33.30% - -. - - . . 

100.00% 

75.11% 
2.33% 

2256% 
100.00% 

6.770% 
5.240% 
5.350% 

7.145% 
5.240% 

-2.490% 

7.689% 
5.240% 

-5.310% 

Year Ended 12/31/02 fProiected) 
13 -Debt 75.00% 
14 -Preferred Stock 2.30% 
15 -Common Equity 22.70% 
16 Total 100.00% 

7.689% 
5.240% 

NIA 

[ a ] 

[ b ] 

Citizens Communications does project capital sturcture. Therefore the 12 / 31 101 Capital Structure was used as basis for projecti 

Citizens Communications did not have any Short-Term Debt for any of the years presented. 

AGD Combined RCM FILED REVISED 9-2O.xls 
Sch-A-3-A-P2 (AKI 21 ..AVI 80) 
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CITIZENS COMMUNICATIONS COMPANY 
ARIZONA GAS DIVISION-COMBINED 

RCND BY MAJOR PLANT ACCOUNT 
TEST YEAR ENDED DECEMBER 31,2001 

11 1 

SECTION B 
SCHEDULE 8-4 

Page 1 of 1 
WITNESS Doherty 

REVISED 9-20-02 
121 131 

Line Account 
# Description Number - - 
1 Franchises and Consents 302.00 
2 Miscellaneous Intangible Plant 303.00 
3 'TOTAL INTANGIBLE PLANT L 1  + L 2  - 
4 
5 Structures & Improvements 366.00 
6 Mains 367.00 
7 Measuring and Regulating Station Equip 369.00 
8 Other Equipment 374.00 

Land and Land Rights & Rights of Way 365.1 0120 

9 TOTAL TRANSMISSION PLANT S U ~ L ~ ~ O L ~  - 
10 Land 374.1 0 
11 Structures and Improvements 375.00 
12 Mains 376.00 

14 Measuring and Regulating Station Equip-City Gate 379.00 
13 Measuring and Regulating Station Equip-Gen 378.00 

15 Services 
16 Meters 
17 Meter Installations 
18 Regulators 
19 Regulator Installations 
20 Industrial Measurement Equipment 
21 Other Equipment 
22 TOTAL DISTRIBUTION PLANT 

lmmwAAa 
23 Land and Land Rights 
24 Structures and Improvements 
25 Office Furniture and Equipment 
26 Office Furniture and Equipment-Computer 
27 Office Furniture and Equipment-Mechanical 
28 Transportation Equipment 
29 Stores Equipment 
30 
31 Laboratory Equipment 
32 Power Operated Equipment 
33 Communications Equipment 
34 Miscellaneous Equipment 
35 Other Tangible Property 
36 TOTAL GENERAL PLANT 

Tools, Shop and Garage Equipment 

37 TOTAL GAS PLANT IN SERVICE 

38 Non Depreciable Plant 

a 39 DEPRECIABLE PLANT IN SERVICE 
AGD Combined RCM FILED REVISED 9-2O.xls 
Sec B!Sch-B-5 (BO1 ..BZ60) 

380.00 
381 .oo 
382.00 
383.00 
384.00 
385.00 
387.00 

Sum L 10 to L 21 

389.00 
390.00 
391 .OO 
391 .I 0 
391.20 . 
392.20 
393.00 
394.00 
395.00 
396.00 
397.00 
398.00 
399.00 

Sum L 23 to L 35 

Ls3+9+22+36 

-L4-10-23 

L 37 - L 38 

Trended Utility 
Reproduction Plant in Service 

Cost New At 12-31 -01 

$ 371,375 $ 371,375 
251,616 251,616 

622,991 622,991 

105,203 105,203 

I 5,848,884 I I ,080,124 
I ,353,824 856,069 

17,307,911 12,041,396 

I 34,581 

165,034,880 

2,118,443 
62,206,41 a 

15,125 

2,446,621 

17,495,657 
5,192,719 
2,069,073 

292,936 
I ,838,262 

900,606 724,235 
259,745,321 I 98,629,617 

690,392 
5,731,578 

817,270 

3,952,518 
2,499,537 

2,534,041 
130,907 

1,625,044 

428,709 
947,036 

554,481 

267,782 
I 01,810 

20,281,105 

194,035 

374,532 
5,111,856 
2,597,436 

813,839 

2,528,039 
I 00,288 

1,41 I ,I 84 
529,231 
362,259 
540,119 
261,520 

1 4,824,338 

(930,176) (433,819) 

$ 297,027,i 52 $ 225,684,523 

TO Sch. 8-3 TO Sch 8-2 
blOTF* Reference changed to "8-4 for Hard Copy but Electronic Reference of "B-5" not changed. 
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CITIZENS COMMUNICATIONS COMPANY 
ARIZONA GAS DIVISION--COMBINED 

CUSTOMER ADVANCES FOR CONSTRUCTION 
TEST YEAR ENDED DECEMBER 31,2001 

SECTION B 
SCHEDULE 8-10 

Page 1 of 1 
WITNESS Doherty 

REVISED 9-20-02 
[ I  I 121  [ 3 1  [ 4 1  

Reference 
Line Or OR I GI NAL RCN 

# Description Factor COST FACTOR RCN - 

1 

2 

Balance At December 31,2001 

Adjustments: 

-Amount Included in CWlP at 12/31/01 

3 Adjusted Balance 

4 GROSS PLANT AT "RCN" 

5 

6 RCNFACTOR 

GROSS PLANT AT ORIGINAL COST 

Sch E- I  $ (6,395,371) 1.317705 $ (8,495,677) 

Sum L 1 +L 2 $ (6,395,371) 

TO SCh B-1 

1 .oooooo 

$ 297,957,328 

$ 226,118,342 

L 4 / L 5  1.317705 

$ (8,495,677) 

TO SCh B-1 

AGD Combined RCM FILED REVISED 9-2O.xls 
Sec B!Sch-B-IO (GJ61..GW120) 



N 

a 

a 

- 3 

E v) - 

- 
3 2 E a 

- 

e3 

a- 

m 

u) vi 
8 8  
g ! P  

g a  w w 
w w e e 



a 

c - E 
a a 
5 
4- 

c 





CITIZENS COMMUNICATIONS COMPANY 
ARIZONA GAS DIVISION-COMBINED 

SUMMARY COST OF CAPITAL 

SECTION D 
SCHEDULE D-I 

Page 1 of 1 
WITNESS Rosenberg 

RATE OF RETURN ON FAIR VALUE M T E  BASE 

TEST YEAR ENDED DECEMBER 31,2001 
AND COST OF CAPITAL ON ORIGINAL COST RATE BASE REVISED 9-20-02 

[I 1 [ 2 1  [ 3 1  [ 4 1  [ 5 1  
Total 

Line Capital cost Weighted cost of 
# Description Reference Ratio Rate cost Capita I 

COST OF CAPITAL 

1 EQUITY 

2 LONG-TERM DEBT 

3 TOTAL 

FAIR VALUE RATE OF RETURN 

4 COST OF CAPITAL e 
5 ORIGINAL COST RATE BASE 

6 FAIR VALUE RATE BASE 

7 FAIR VALUE RATE OF RETURN 

0.5000 0.1100 0.0550 

0.5000 0.0670 0.0335 

1 .oooo 0.0885 

L 3, Col [ 5 ] 8.85% 

SCh A-I, COI [ 2 1, L 1 $ 149,628,356 

SCh A-I, Col [ 3 1, L 1 $ 170,020,841 

L 4 * L 5 / L 6  7.79% 

NOTES: 
Citizens Communications (and therefore the Company) does not project capital Sturcture or Cost Rates 

Therefore that data is not available. 

Citizens Communications does not have any short-term debt for 1999 through 2002. 

AGD Combined RCM FILED REVISED 9-2O.xls 
Sec D!Sch-D_l (A I  ..N60) 



CITIZENS COMMUNICATIONS COMPANY SECTION D 
ARIZONA GAS DIVISION-CO MBI NED SCHEDULE D-1A 

Page 1 of 1 
CAPITAL STRUCTURE OF CITIZENS COMMUNICATIONS COMPANY WITNESS Mason 

REVISED 9-20-02 
TEST YEAR ENDED DECEMBER 31,2001 

11 I 12 I 1 3 1  141 [ 5 1  

Line Capital cost 
# Description Amount Ratio Rate 

COST OF CAPITAL 

1 COMMON EQUITY 

2 PREFERRED SECURITIES 

3 LONG-TERM DEBT 

4 TOTAL 

$ 1,946,142,000 22.56% 

201,250,000 2.33% 5.2400% 

6,478,812,000 75.11% 7.6890% [ a 1  

$ 8,626,204,000 100.00% 

[ a ] Long-term Debt as shown on the Balance Sheet of Cnbens Communications Company-See Schedule "D-2A" 

Long-Term Debt $ 5,534,906,000 

Long-term Debt due within one year 483,906,000 

Equity Units 460,000,000 

Total $ 6,478,812,000 

[ b ] See Schedule "D-3A" 

NOTES: 
Citizens Communications (and therefore the Company) does not project capital Sturcture or Cost Rates 

Therefore that data is not available. 

Citizens Communications does not have any short-term debt for 1999 through 2002. 

AGD Combined RCM FILED REVISED 9-2O.xls 
Sec D!Sch-D-IA (A61 ..N120) 
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CITIZENS COMMUNICATIONS COMPANY 
ARIZONA GAS DIVISION--COMBINED 

SECTION E 
SCHEDULE E-1 

Page 1 of 1 
WITNESS Doherty COMPARATIVE BALANCE SHEETS 

TEST YEAR ENDED DECEMBER 31,2001 

[ 1  I 

REVISED 9-20-02 

131 1 4 1  

December 31, 
2001 2000 1999 

Line 
# Description Reference - 

ASSETS 
PROPERTY PLANT & FQUIPMENT 

1 Property Plant and Equipment 
2 Construction Work in Progress 
3 Plant Acqhsition Adjustment 
4 Acquisition Adjustment--Transwestern 
5 Less: Accumulated Depreciation 

6 Net Utility Plant in Service Sum (L 1 to L 5) 

$ 198,549,434 
11,577,556 
21,316,577 

$ 172,177.797 
8.769,947 

21,316,577 

(41,831,732) 
160,432,589 

$ 232.470,128 
2.327,568 

21,316,577 

(55,356.497) 
200,757,776 

(47,947,758) 
183,495,809 

CURRFNT ASSETS 
7 Cash and Working Funds 

8 
9 Customer Accounts Receivable 
10 Other Accounts Receivable 
11 Accounts Receivable -Associated Companies 
12 Materials and Supplies 

13 
14 Total Current Assets Sum (L 7to L 13 

Notes Receivable - Associated Companies 

Miscellaneous Current and Accrued Assets 

157,675 

14.71 2.1 68 

951,443 

764,516 
90,546,603 
1 1,392,087 

1,031,068 

(1 55,522) 
90,652,259 
11,739.956 

1,367 

937,071 
(1 07,991) 

103.067.140 
1 46,197 

15,967,483 
98,768 

103,833,042 

OTHERASSETS 
15 Clearina Accounts 6.758 

39,824,963 
480.899 

6,758 
16,484,113 

493.380 

6,758 
5,468,910 
1,570.245 

- 
16 Miscellaneous Deferred Debits 
17 Other Assets 

18 TOTAL ASSETS Sum(L15toL17+L6+L14) $ 304,313,102 $ 270,545,642 $ 257,037,879 

LIABILITIES AND SHAREHOLDERS EQUITY 

SHARFHOLDERS EQUITY 
19 Unappropriated Earned Surplus 
20 Propriety Capital 
21 Total Equity L 19 + L 20 

2,091,157 18,218,011 18,056,068 

18,056,068 18,218,011 2,091,157 

CURRFNT LIABILITIES 
Accounts Payable 
Accounts Payable Associated Companies 
Customers' Deposits 
Taxes Accrued 
Interest and Other Accrued Liabilities 
Tax Collections Payable 
Other Current and Accrued Liabilities 

Total Current Liabilities 

12,556,034 
216,350,212 

1.884.1 52 
3,450,7 37 

180,059 
32,202 

21,883,875 
43,681,288 

1,885,800 
3,248,585 

183,600 
(24,321) 

22 
23 
24 
25 
26 
27 
28 
29 

6,197,643 
28,637,877 

1,916,187 
1,083,089 

201,337 
(461,788) 

2,356,800 
39,931,145 

6,295,530 
240,748,926 

5,142 
70,863,969 Sum ( L Z  to L 28) 

DEFERRED CREDITS 
30 Deferred Credits 
31 Unamortized Investment Tax Credit 

32 Accumulated Deferred Income Taxes 
33 Total Deferred Credits L 30 + L31 

104,431 
46,618 

70,325 
54,305 

71,624 
73,140 

5,939,920 
6.064.550 

3,593,467 
3,738,231 

7,651,376 
7.802.425 

6,395,371 6,389,768 

202,938,747 

5,719,508 

202,938,747 

34 Customer Advances For Construction 
35 Contributions in Aid of Construction 
36 Miscellaneous Operating Reserves 
37 Other Liabilities 

Total Liabilities 286,257,034 252,327,631 

$ 270,545,642 

Sum(L33toL38+L32+129) 254,946,722 

$ 304,313,102 39 TOTAL LIABILITIES AND SHAREHOLDERS LZI + ~ 3 7  $ 257,037,879 

AGD Combined RCM FILED REVISED 9-2O.xls 
Sec E!Sch-E-I (AI ..L70) 



CITIZENS COMMUNICATIONS COMPANY 
ARIZONA GAS DIVISION--COMBINED 

COMPARATIVE INCOME STATEMENTS 

SECTION E 
SCHEDULE E-2 

Page 1 of 1 
WITNESS Doherty 

TEST YEAR ENDED DECEMBER 31,2001 REVISED 9-20-02 

Line December 31, 
# Description Reference 2001 2000 1999 - 

1 Revenue $ 72,610,605 $ 58,128,176 $ 52,292,663 

2 Operating Revenue Deductions 74,656,002 57,936,671 46,598,513 

L I - L 2  (2,045,397) 191,505 5,694,150 3 Operating Income (Loss) 

4 

5 Otherlncome 

Allowance for Funds Used During Construction 

6 Subtotal Other Income 

7 Net Income 

1,432,017 474,117 

2,029,960 (900,145) (5,766,733) 

L 4 t L 5  3,461,977 (426,028) (5,766,733) 

L 3 t L 6  $ 1,416,580 $ (234,523) $ (72,583) 

NOTE: 
INFORMATION FOR PREFERRED DIVIDENDS, COMMON STOCK AND EARNINGS PER SHARE OF COMMON STO 
ARE NOT AVAILABLE FOR THE NAGD AND SCGD SINCE THEY ARE DIVISIONS AND HAVE NO COMMON STOCK 
PERFERRED STOCK. 

AGD Combined RCM FILED REVISED 9-2O.xls 
Sec E!Sch-E-2 (01..260) 



CITIZENS COMMUNICATIONS COMPANY SECTION E 
ARIZONA. GAS DIVISION--COMBINED SCHEDULE E-3 

Page 1 of 1 
COMPARATIVE STATEMENT OF CHANGES IN FINANCIAL POSITION WITNESS Doherty 

TEST YEAR ENDED DECEMBER 31,2001 REVISED 9-20-02 

Line 
# Description Reference - 

SOURCEOFFUNDS 

1 Netlncome 
2 
3 Gnffrth Earn;ngs 
4 Other Income (Expense) Items 
5 Sub-Total Sum ( L  1 toL4) 

Allowance for Funds Used During Construction 

6 Depreciation 

7 Total From Operations L 5 + L 6  

8 
9 
10 
11 
12 
13 
14 
15 
16 
17 

18 

19 

20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

31 

32 

[ a 1  
33 
34 
35 

[ b l  
[ C I  

From Qttw Sources: 
Increase in Customer Advances and ClAC 
Increase in Regulatory Liabilities 
Increase in Accumulated Deferred Income Taxes 

Increase in Accounts Payable Associated Companies 
Decrease in note Receivable Assodated Companies 

Increase in Miscellaneous Operating Reserves 
Increase in Current & Accrued Liabilities 
Decrease in Current Assets 
Decrease in Other Assets 

Total From Other Sources Sum (L 6 to L 17) 

TOTAL FUNDS PROVIDED L7+L16 

APPLICATION OF FUNDS 

Construction Expenditures (Including CVAP) 
"Retirements" Decreasing PIS at end of year 
Increase in Current Assets 
Increase in Other Assets 

Decrease in Misc Operating Reserves 
Decrease m Current and Accrued Liabilties (Excl A/P AC) 
Decrease in Regulatory Liabilities 
Decrease in Accumulated Deferred Income Taxes 
Decrease in Accounts Payable Associated Companies 
Increase in note Receivable Associated Companies 

Funds Distributed For Year 

TOTAL FUNDSAPPLIED Sum (L 20 to L 31) 

e in Un-s 
Funds Provided to Unappropriated Earned Sur 
Change in Unappropriated Earned Surplus 
Total Distributed for Year 

L 5 

December 31, 
2001 2000 1999 

$ 1,416,580 $ (234,523) $ (72,583) 
(1,432,Ol 7) (474,l 17) 

200,000 

$ 184,563 $ (708,640) $ (72.583) 

8,085,696 7,067,483 5,928.589 

8,270,259 6,358,843 5,856,006 

5,603 670,260 (371,384) 
34,106 (1,299) 71,624 

1,703,769 2,327,618 5,135 
172,668,924 15,043,411 (5,600,688) 
90,546,603 105.656 (I 60,922,453) 

- [ b l  [ b l  - [ b l  
- [ b l  15,889,413 [ b ] 3,777,516 [ b ] 

- [ b l  - [ b l  - [ b l  
- [ b l  - [ b l  - [ b l  

264,959,005 34,035,059 (163,040,250) 

$ 273,229,264 $ 40,393,902 $ (157,184,244) 

24,670,706 $ 29,179,246 $ 25,554,150 
676,957 [ c ]  951,457 [ c ]  804,970 [ c ]  

2,681,044 [ b ]  871,558 [ b ]  7,295,536 [ b ] 
23,328,369 [ b ] 9,938,338 [ b ] 7,407,444 [ b ] 

202,938,747 [ b ] - [ b ]  (202,938,747) [ b ] 
2,783,967 [ b ] - [ b l  - [ b l  

- [ b l  - [ b l  - [ b l  

16,149,474 [ a ]  (546,697) [ a ] 4,692,403 [ a ] 

$ 40,393,902 $ (157,184,244) $ 273,229,264 

$ 184,563 f (708.640) $ (72,583) 
15,964,911 161,943 4.764,986 

$ 16,149,474 $ (546,697) $ 4,692,403 

Excludes Changes Intercompany Assets or Liabilities which are s To Sch A-5 TO Sch A-5 TO Sch A-5 
Retirements are included in change in Plant balances as a reduction, therefore need to be added to get total for Construction Expenditures 

AGD Combined RCM FILED REVISED 9-2O.xls 
Sec E!Sch-E-3 (AD1 ..A070) 



Line 
# 

1 

2 

3 
4 

5 

7 

8 

9 

CITIZENS COMMUNICATIONS COMPANY 
ARIZONA GAS DIVISION-COMBINED 

COMPARITAVE CHAGES IN COMMON EQUITY 

SECTION E 
SCHEDULE E-4 

Page 1 of 1 
WITNESS Doherty 

TEST YEAR ENDED DECEMBER 31,2001 
REVISED 9-20-02 

DescriDtion Reference 2001 

Beginning Balance 

Add: Net Income 

Adjustments To Income Statement 
-GriftIth Net Income 

-Adjustment to Natural Account 

-Miscellaneous 

Su b-Total 

Less: Transfer to Parent 

Ending Balance 

$ 18,056,068 

1,416,580 

709,106 

(9,425) 

(25,104) 

20,147,225 

(1 8,056,068) 

$ 2,091,157 

TO Sch A-2 

1 3 1  

2000 

$ 18,218,010 

(234,523) 

(1,465) 

17,982,022 

74,046 

$ 18,056,068 

TO SCh A-2 

[ 4 1  

1999 

$ 22,982,997 

(72,584) 

(1,462) 

22,908,951 

(4,690,94$) 

$ 18,218,010 

TO SCh A-2 

NOTE: 
The NAGD and SCGD are operating divisions of Citizens Communicaitons and therefore do not issue debt or 

common or preferred stock. Therefore there are no dividends or other elements related elements. 

AGD Combined RCM FILED REVISED 9-20.~1s 
Sec E!Sch-E-4 (ARI..BCGO) 



CITIZENS COMMUNICATIONS COMPANY 
ARIZONA GAS DIVISION-COMBINED 

SECTION E 
SCHEDULE E-5 

Page 1 of 1 
WITNESS Doherty DETAIL OF UTILITY PLANT FOR TEST YEAR 

TEST YEAR ENDED DECEMBER 31,2001 REVISED 9-20-02 

I 3 1  [ 4 1  

Line 
# Description 

December 31, 
Reference 2001 2000 1999 - 

1 Franchises and Consents 
2 Miscellaneous Intangible Plant 
3 TOTAL INTANGIBLE PLANT - 
4 
5 Structures 8 Improvements 
6 Mains 
7 
8 Other Equipment 

9 TOTAL TRANSMISSION PLANT 

Land and Land Rights 8 Rights of Way 

Measuring and Regulating Station Equip 

302.00 $ 371,375 $ 371,375 
303.00 251,616 251,422 
L l + L 2  622,991 622,797 

$ 371,375 
250,196 
621,571 

61,230 

1,334 
10,544,141 

865,573 

365.10/20 71,306 61,230 

366 00 1,334 1,334 
367 00 13,980,339 10,552,260 
369 00 3,217,894 865,573 
374.00 183,581 

Sum L 4 to L 8 17,454,454 1 1,480,397 11,472,278 - 
10 Land 
f 1 Structures and Improvements 

12 Mains 
13 
14 
15 Services 
16 Meters 

Measuring and Regulating Station Equip-Gen 
Measuring and Regulating Station Equip-City Gate 

374.10 
375.00 

376.W 
378.00 
379.00 
380.00 
381.00 
382.00 
383.00 
384.00 
385.00 

134,581 
9,613 

127,754,196 
1,876,511 
1,967,233 

51,694,886 
9,709,546 
4.51 9,502 
2,439,936 

284,661 
876,223 

128,396 
9,613 

113,410,764 
1,733,997 
1,900,134 

43,257,105 
8,246,304 
3,519,534 
2,181,459 

103,429 
836,435 

128,397 
9,613 

94,7 05,643 
1,459,264 
1,648,217 

40,696,896 
8,187,109 
3,045,237 
2,166,545 

97,393 
820,937 

17 Meter Installations 
18 Regulators 
19 Regulator Installations 
20 Industrial Measurement Equipment 

21 Other Equipment 
22 TOTAL DISTRIBUTION PLANT 

387.00 724,912 632,640 
Sum L 10 to L 21 201,991,800 175,959,810 

613,949 
153,579,200 

!awwuuM 
Land and Land Rights 
Structures and Improvements 
Office Furndure and Equipment 
Office Furntture and Equipment-Computer 
Office Furndure and Equipment-Mechanical 
Transportation Equipment 
Stores Equipment 
Tools, Shop and Garage Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communicahons Equipment 
Miscellaneous Equipment 
Other Tangible Property 

TOTAL GENERAL PLANT 

23 
24 
25 
26 
27 
28 
29 

31 
32 
33 
34 
35 
36 

30 

389.00 690,392 696,010 
390.00 4,700,674 4,714,227 
391 .OO 814,710 615,359 

5,282,952 5,288,563 391.10 
391.20 2,613,894 172,234 
392.20 2,666,966 1,885,854 

110,266 
,452,196 
463,799 
321,410 
671,100 
271,296 

696,010 
4,658,889 

589,918 
3,054,691 

33,682 
1,250,985 

78,256 
1,283,841 

340,181 
321,352 
634,055 
271,752 

393.00 
394.00 
395.00 
396.00 
397.00 
398.00 

113,033 
,752.457 
556,188 
387,860 
916,539 
272,894 

399.00 100,108 100,108 100,108 
Sum L 23 to L 35 20,868,667 16,762,422 13.313,720 

37 TOTAL GAS PLANT IN SERVICE Ls3+9+22+38 240,937,912 204,825,426 178,986,769 

(6.91 7.159) 38 LESS: Contributions in Aid of Construction (8.467.783) (7.749.257) \ .  . I . .  . , 

39 NET PLANT IN SERVICE L37+L38 232,470,129 197,076,169 172,069,610 

40 CItlzens Acquisition Adjustment 
Addltions of Plant-Manual Due to SAP Convennn 

Aaumulated Deprenation 
Constructmn Work in Progress 

21,316,577 21,316,577 
1,473,265 

(55,356,497) (47,947,758) 
2,327,568 1 1,577,556 

21,316,577 
108,190 

(41,831,732) 
8,769,947 

44 TOTAL NET PLANT $ 200,757,777 $ 183,495,809 $ 160,432,592 
AGD Combined RCM FILED REVISED 9-2O.xls 
Sec E!Sch-E-5 (BF1 ..BQ60) 



CITIZENS COMMUNICATIONS COMPANY SECTION E 

DETAIL OF ACCUMULATED DEPRECIATION FOR TEST YEAR Page 1 of 1 
ARIZONA GAS DIVISION--COMBINED SCHEDULE E-5A 

WITNESS Doherty 
TEST YEAR ENDED DECEMBER 31,2001 

REVISED 9-20-02 
( 1  I (21  131 [ 4 1  

Line December 31, 
# Description Reference 2001 2000 1999 - 
1 Franchises and Consents 302.00 137,681 123,026 108,371 

3 TOTAL INTANGIBLE PLANT L l + L 2  289,636 267,396 246,511 
2 Miscellaneous Intangible Plant 303.00 151,955 144,370 I 38,140 - 
4 Land and Land Rights 365.10 (5) 

7 Measuring and Regulating Station Equip 369.00 358,817 250,380 221,543 

5 Rights-of-way 365 70 1,334 1,334 1,401 
6 Mains 367 00 2,586,691 2,208,963 1,936,138 

8 Other Equipment 374.00 7,910 
9 TOTAL TRANSMISSION PLANT Sum L 4  to L 8 2,954,747 2,460,677 2,159,082 

Dl STRl RUT1 ON PLANT 
10 Land 374.10 
11 Structures and Improvements 375.00 7,826 7,652 7,059 

13 Measuring and Regulating Station Equip-Gen 378 00 71 0,026 628,051 555,887 
14 Measuring and Regulating Station Equip-City G 379 00 736,463 635,965 541,624 

23,390,085 20,827,i 59 18,598,314 12 Mains 376.00 

15 Services 
16 Meters 
17 Meter Installations 
18 Regulators 
19 Regulator Installations 
20 Industrial Measurement Equipment 
21 Other Equipment 
22 TOTAL DISTRIBUTION PLANT 

GENERALPLANT 
23 
24 
25 
26 
27 

29 
30 
31 
32 
33 
34 
35 
36 

37 

38 

39 

40 
41 
42 
43 

44 

28 

Land and Land Rights 
Structures and Improvements 
Office Furniture and Equipment 
Office Furniture and Equipment-Mechanical 
Office Furniture and Equipment-Computer 
Transportation Equipment 
Stores Equipment 
Tools, Shop and Garage Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communications Equipment 
Miscellaneous Equipment 
Other Tangible Property 

TOTAL GENERAL PLANT 

TOTAL GAS PLANT IN SERVICE 

LESS: Contributions in Aid of Construction 

NET PLANT IN SERVICE 

Citizens Acquisition Adjustment 

380.00 
381.00 
382.00 
383.00 
384.00 
385.00 
387.W 

Sum L 1Oto L21 

15,256,829 13,277,672 

465,389 352,824 
1,373,523 1,288,280 

11,442 8,072 

1 73,156 148,372 
46,513,463 41,279,663 

3,838,359 3,587,083 

550,365 518,533 

389 00 
390 00 733,152 
391 00 171,743 
391 10 70,161 
391 20 3,789,240 
392 20 1,316,056 
393 00 26,470 

395 00 105,815 
396 00 320,557 
397 00 141,091 
398 00 52,539 
399 00 21,313 

7,331,615 

394 00 583,478 

Sum L 23 to L 35 

640,377 
132,913 
10,697 

2,777,989 
855,910 
23,966 

76,291 
257,357 
106,439 

522,41 a 

37,892 
I 5,876 

5,458,125 

Ls 3+9+22+36 57,089,461 49,465,861 

(1,732,964) (I ,518,103) 

L 37 + L 3 8  55,356,497 47,947,758 

1 1,585,399 
3,410,070 

261,490 
1,214,290 

4,274 

133,236 
36,798,329 

486,686 

513,988 
125,555 

8,676 
I ,831,840 

593,371 
21,990 

451,221 
61,506 

235,102 
74,057 
24,443 
10,441 

3,952,190 

43'1 56,112 

(1,324,380) 

41,831,732 

Citizens Acquisition Adjustment-Transwestern 
Accumulated Depreciation 
Construction Work in Progress 

TOTAL NET PLANT 

AGD Combined RCM FILED REVISED 9-2O.xls 
Sec E!Sch-E_5A (BF61..BQ120) 



CITIZENS COMMUNICATIONS COMPANY 
ARIZONA GAS DIVISION--COMBINED 

SECTION E 
SCHEDULE E-6 

Page 1 of 1 
COMPARATIVE DEPARTMENTAL OPERATING INCOME STATEMENTS WITNESS Doherty 

TEST YEAR ENDED DECEMBER 31,2001 REVISED 9-20-02 

11 I t 2 1  131 141 

Line December 31, 
# Description Reference 2001 1999 2000 

BFVFNUF 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 

Residential 
Commercial 
Industrial 
Irrigation 

Public Authority 
Other Revenue 
Transportation 

PGA Revenues 

$ 35,418,526 
12,285,487 

752,051 
44,934 

2,243,916 
41 1,395 

1,460,802 
(324,448) 

$ 47,410,869 
17,921,764 
1,773,689 

103,015 
3,332,962 

842,786 
1,225,520 

72,610,605 

$ 38,570,045 
13,970,518 
1,054,642 

133,892 
2 ~ 572,649 

364,746 
1,461,684 

58,l 28,176 TOTAL REVENUE 52,292,663 

OPFRATING RFVFNUF DFDUCTIONS 

Operating and Maintenance Expenses 
--Purchased Gas and Production 
--Other Production Costs 
--Transmission and Distribution 
--Transmission and Distribution 
--Customer Accounting and Collecting 
--Sales Promotion 
--Administrative and General 

--Other Items 

11 

@ ;: 
14 
15 
16 
17 
18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

44,937,283 
732,644 
1 12,736 

4,983,761 
5,768,943 

15,184 
6,586,723 

30,194,920 

100,204 
5,567,440 
3,224,843 

18,722 
6,163,904 

49,128 

21,809,074 
41 

146,622 
4,401,907 
2,311,900 

410,724 
7,534,684 

254.708 

TOTALO&MEXPENSES 63,137,274 45,319,161 36,869,660 

Depreciation and Amortization 8,085,696 7,067,483 5,928,589 

Taxes -- Other Than Income 3,433,032 5,550,027 3,800,264 

Taxes on Income 

57.936.671 46.598.51 3 TOTAL OPERATING REVENUE DEDUCTIONS 74,656,002 

(2,045,397) OPERATING INCOME (LOSS) 5,694,150 191,505 

(418,567) 

84,353 

(91,814) 

$ (234,523) 

TO Sch E-2 

Other Income (Expense) 5,218,700 420,108 

(1,643,254) (5,425,342) Income Taxes on Other Income (Expense) 

Interest Expenses (1 13,469) 

$ 1,416,580 

TO Sch E-2 

(761,499) 

NET INCOME (LOSS) $ (72,583) 

TO Sch E-2 AGD Combined RCM FILED REVISED 9-2O.xls 
Sec E!Sch-E-6 (BTI ..CE60) 



CITIZENS COMMUNICATIONS COMPANY 
ARIZONA GAS DIVISION-COMBINED 

NOTES TO FINANCIAL STATEMENTS 

SECTION E 
SCHEDULE E-9 

Page 1 of 1 
WITNESS Doherty 

TEST YEAR ENDED DECEMBER 31,2001 
REVISED 9-20-02 

[I I 

Rate or 
Amount 

[ a ] The Company is on the accrual accounting method as prescribed by the Uniform System of Accounts. 

[ b ] The Company uses the straight line method for calculating depreciation expense using the depreciation rates 
approved in Decision No. 58664 (NAGD) and 55535 (SCGD) 

This method produces a composite depreciation rate of approximately 3.49% 
Northern Arizona Gas Division 

Santa Cruz Gas Division 3.68% 

[ c ] The Company uses the Normalization Method of computing Income Taxes. 

[ d ] Rates used to charge Allowance for Funds Used During Construction for the following years were: 

Northern Arizona Gas Division 
2001 
2000 
1999 
1998 
1997 
1996 

Santa Cruz Gas Division 
2001 
2000 
1999 
1998 
1997 
1996 

6.02% 
6.02% 
6.20% 
6.49% 
6.13% 
8.57% 

6.53% 
6.53% 
6.81% 
7.19% 
6.38% 
8.57% 

OTE: The Northern Arizona Gas Division was acquired by Citizens in December 1991. 

OTE: All financial statements and statistical schedules exclude revenue and expenses associated with Merchandising. 

AGD Combined RCM FILED REVISED 9-2O.xls 
Sec E!Sch-E-9 (DJI..DUGO) 



CITIZENS COMMUNICATIONS COMPANY 
ARIZONA GAS DIVISION--COMBINED 

PROJECTED CHANGES IN FINANCIAL POSITION 

TEST YEAR ENDED DECEMBER 31,2001 

[ I  1 [ 2 1  

# Description Reference 200 1 

Year Ended 
Line December 31, 

SOURCF OF FUNDS 
From Operations: 

1 Netlncome $ 1,416,580 
2 Allowance for Funds Used Dunng Construction (1,432,017) 
3 Gnffith Earnings 200,000 
4 Other Income (Expense) Items 
5 Sub-Total Sum ( L  1 to L 4 )  $ 184,563 

6 Depreciation 8,085,696 

7 Total From Operations L 5 + L 6  8,270,259 

From Other Sources: 
8 
9 
10 
1 1  
12 
13 
14 
15 
16 
17 

18 

19 

20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

31 

32 

[ a 1  
33 
34 
35 

[ b l  
[ C I  
NOTE: 

Increase in Customer Advances and ClAC 
Increase in Regulatory Liabilities 
Increase in Accumulated Deferred income Taxes 
Increase in Accounts Payable Associated Companies 
Decrease in note Receivable Associated Companies 

Increase in Miscellaneous Operating Reserves 
Increase in Current 8 Accrued Liabilities 

Decrease in Current Assets 
Decrease in Other Assets 

5,603 
34,106 

1,703,769 
172,668,924 
90,546,603 

SECTION F 
SCHEDULE F-2 

Page 1 of 1 
WITNESS Mason 

REVISED 9-20-02 

131 1 4 1  
Projected Year Ended 12-31-02 
Present Proposed 
Rates Rates 

$ (24,000) $ 13,271,000 
(1,432,017) (1,432,017) 

$ (1,456,017) $ 11,838,983 

9,026,410 9,026,410 

7,570,393 20,865,393 

- [ b ]  4,869,907 
- [ b l  
- [ b l  
- [ b l  

Total From OtherSources Sum (L 8 to L 17) 264,959,005 4,869,907 

TOTAL FUNDS PROVIDED L7+L18 $ 273,229,264 $ 12,440,300 $ 20,865,393 

APPLICATION OF FUNDS 

Construction Expenditures (Including CWIP) 
"Retirements" Decreasing PIS at end of year 
Increase in Current Assets 
Increase in Other Assets 

Decrease in Misc Operating Reserves 
Decrease in Current and Accrued Liabilities 
Decrease in Regulatory Liabilities 
Decrease in Accumulated Deferred Income Taxes 
Decrease in Accounts Payable Associated Companies 
Increase in note Receivable Associated Companies 

24,670,706 12,440,300 
676,957 [ c ]  

2,681,044 [ b ]  
23,328,369 [ b ] 

202,938,747 [ b ] 
2,783,967 [ b ] 

- [ b l  

12,440,300 

8,425,093 

Funds Distnbuted For Year 16,149,474 [ a ] 

TOTAL FUNDS APPLIED Sum (L 20 to L 31) $ 273,229,264 $ 12,440,300 $ 20,865,393 

TO Sch A-5 TO Sch A-5 Chanae in Unappropriate Earned Surplus 
Funds Provided to Unappropriated Earned Surplu L 5 184,563 
Decrease in Unappropriated Earned Surplus 15,964,911 
Total Distributed for Year $ 16,149,474 

Excludes Changes intercompany Assets or Liabilities which are shown separately 
Retirements are included in change in Plant balances as a reduction, therefore need to be added to get total for Construction Expendit 
NAGD and SCGD do not issue debt or equity securities and therefore there are no changes in those categories. 

AGD Combined RCM FILED REVISED 9-2O.xls 
Sec F!Sch-F-2 (01 ..Z70) 



Line 
# - 

1 

2 

3 

4 

CITIZENS COMMUNICATIONS COMPANY 
ARIZONA GAS DIVISION-COMBINED 

PROJECTED CONSTRUCTION REQUIREMENTS 
AT PRESENT AND PROPOSED RATES 

SECTION F 
SCHEDULE F-3 

Page 1 of 1 
WITNESS Mason 

TEST YEAR ENDED DECEMBER 31,2001 REVISED 9-20-02 

Year Ended 
December 31, 

Projected Year Ended December 31, 

Description 2001 2002 2003 2004 

INTANGIBLE PLANT $ 622,991 $ $ $ 

TRANSMISSION PLANT 17,454,454 31 4,200 1,400,000 

DISTRIBUTION PLANT 201,991,800 11,810,800 18,900,000 12,550,000 

GENERAL PLANT 20,868,667 315,300 700,000 650,000 

TOTAL PLANT $ 240,937,912 $ 12,440,300 $ 21,000,000 $ 13,200,000 

TO A-4 TO A-4 

TOTAL 2001 $ 240,937,912 

Less: ClAC (8,467,783) 

NET CITIZENS' FUNDS $ 232,470,129 

AGD Combined RCM FILED REVISED 9-2O.xIs 
Sec F!Sch-F-3 (ACI..ANGO) 
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CITIZENS COMMUNICATIONS COMPANY 

NORTHERN ARIZONA GAS DIVISION 

RATE CASE FILING 

TEST YEAR ENDED DECEMBER 31,2001 

NAGD RCM FILED REVISED 9-20.xl~ 

a 



CITIZENS COMMUNICATIONS COMPANY 
NORTHERN ARIZONA GAS DIVISION 

TEST YEAR ENDED DECEMBER 31,2001 

1 CITIZENS COMMUNICATIONS COMPANY 
2 NORTHERN ARIZONA GAS DIVISION 
3 TEST YEAR ENDED DECEMBER 31,2001 
4 NAGD 

SECTION A 

5 SCHEDULE A-1 
6 SCHEDULE A-2 
7 SCHEDULE A-3 
8 SCHEDULE A-3A 
S SCHEDULE A-4 
10 SCHEDULE A-5 

SECTION B 

11 SCHEDULE 
12 SCHEDULE 
13 SCHEDULE 
14 SCHEDULE 
15 SCHEDULE 

16 SCHEDULE 
17 SCHEDULE 
18 SCHEDULE 
19 SCHEDULE 
20 SCHEDULE 
21 SCHEDULE 

B- 1 
5 2  
8-3 
8-4 

B-4A 
8-48 
B-4C 
8-5 

0-5A 

B-5B 
B-6 

22 SCHEDULE 8-7 
23 SCHEDULE 0-8 
24 SCHEDULE B-9 
25 SCHEDULE B-10 
26 SCHEDULE Ell 

27 SCHEDULE 8-12 

28 
29 
30 

SECTION C 
31 SCHEDULE 
32 SCHEDULE 
33 ADJUSTMEN 
34 ADJUSTMEN 
35 ADJUSTMEN 
36 ADJUSTMEN 
37 ADJUSTMEN 

38 ADJUSTMEN 
39 ADJUSTMEN 
40 ADJUSTMEN 
41 ADJUSTMEN 

42 ADJUSTMEN 
43 ADJUSTMEN 
44 ADJUSTMEN 

c- 1 

c -2  
A 

B 
C 
D 
E 
F 
G 

H 
I 

J 
K 
L 

SUMMARY SCHEDULES 
COMPUTATION OF INCREASE IN GROSS REVFNUE REQUIREMENT 

SUMMARY RESULTS OF OPERATIONS 
SUMMARY OF CAPITAL STRUCTURE AND C ALCULATION OF FAIR VALUE RATE BASE 
CITIZENS COMMUNICATIONS CAPITAL STRUCTURE DECEMBE R 31 1999 to 2001 
CONSTRUCTION FXPENDITURES. PLANT PLACED IN SERVICE AND GROSS PLANT 

SUMMARY CHANGES IN FINANCIAL POSITION 

RATE BASE SCHEDULES 
SUMMARY OF ORIGINAL COST AND RCND RATE BASE ELEME NTS 

PRO FORMA ORIGINAL COST NET PLANT IN SERVICF 
RCND NET UTILITY PI AN T IN SERVICF 
RCND BY MAJOR PLANT ACCOUN T 

PRO FORMA ADJUSTMENTS TO PLANT IN SERVICE 
PRO FORMA ADJ USTMENTS TO ACCUMULATED DEPRECIATION 

SUMMARY OF RCN PLANT CALCULATIONS 
COMPUTATION OF WORKING CAPITAL 
RECONCILIATION OF EXPENSES-LEAD LAG STUDY 
WORKING CAPITAL FOR COST OF SERVICE DISTRIBUTION 
COMMON PLANT 

DEFERRFD INCOME TAXES 
CONTRIBUTIONS IN AID OF CONSTRUCTION 
QTHER RATE BASE COMPONENTS 
CUSTOMER ADVANCES FOR CONSTRUCTION 
CARES PROGRAM 

GAIN ON SA1 F OF PROPERTY 

OPERATINGREVENUEANDEXPENSES 
INCOME STATEMENT 
INCOME STATEMEN T AND PRO FORMA ADJUSTMENTS 

OPERATING RFVFNUF 
SALARIES AND WAGFS 

UNCOLLECTIBL E EXPENSE AND INTEREST ON DFPOSITS 
REGULATORY. MISCUANEOUS AND PER DIEM 
WSURANCE 
INJURIFS AND DAMAGES 

EMPLOYEE PENSION AND BENEFITS 
TAXES-OTI--PROPERTY. PAYROLL 8 OTHER 
DEPRECIATION 
LFASE ON ADMINISTRATION BUILDING 

REMOVAL OF PRIOR PERIOD TAX REFUNDS 
ADMINISTRATIVE OFFICE EXPENSES 

CONTROL 
Page 1 of 3 

REVISED 9-20-02 

WITNESS 

Mason 
Mason 
Mason 
Mason 
Mason 
Mason 

Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Mason 
Mason 
Mason 
Mason 
Apuzzo 
Doherty 
Doherty 
Doherty 
Mason 
Doherty 

Doherty 
Doherty 

HarrisonlDoherty 
Mason 
Doherty 
Mason 
Mason 
Mason 
Mason 
Apuzzo 
Doherty 
Doherty 
Apuzzo 
Mason 

NAGD RCM FILED REVISED 9-20.xls 
Control!Control-P-l (A1 . . K60) 



45 
46 
47 

49 
50 
51 
52 

48 

ADJUSTMEN 
ADJUSTMEN 

ADJUSTMEN 
ADJUSTMEN 
ADJUSTMEN 
ADJUSTMEN 

ADJUSTMEN 
ADJUSTMEN 

CITIZENS COMMUNICATIONS COMPANY 
NORTHERN ARIZONA GAS DIVISION 

TEST YEAR ENDED DECEMBER 31,2001 

53 SCHEDULE C-3 G R O S S F N \ I F  

54 

55 
56 
57 

59 
60 

61 

58 

SECTION D 
SCHEDULE 

SCHEDULE 

SCHEDULE 
SCHEDULE 
SCHEDULE 

SCHEDULE 
SCHEDULE 

RATE OF RETURN ON FAIR VALUE RATE BASE 

D-I BBYOFRETURNONFAlRVALIIFRATFBASE 

AND COST OF CAPITAL ON ORIGINAL COST RATE BASE 

D-1A P l 7 F N S p  
D-2 

D-2A 
D-3 COSTOFPREFERREDSTOCK 

D-3A COSTOFPREFERREDSTOCK-DECEMBER312001 

COST OF LONG-TFRM AND SHORT-TFRM DFBI 
COST OF DFBT - DFCFMRFR 31.2M1 

0-4 

ATPRESENTANDPROF'OSEDRATES 

SECTION E 
62 SCHEDULE 
63 SCHEDULE 

64 SCHEDULE 
65 SCHEDULE 
66 SCHEDULE 

67 SCHEDULE 
68 SCHEDULE 
69 SCHEDULE 
70 SCHEDULE 
71 SCHEDULE 
72 SCHEDULE 
73 SCHEDULE 

SECTION F 
74 SCHEDULE 

75 SCHEDULE 
76 SCHEDULE 
77 SCHEDULE 

E-I 
E-2 

E-3 
E-4 
E-5 

E-5A 

E-6 
E-6A 

E-68 
E-? 
E-a 
E-9 

F-1 
F-2 
F-3 
F-4 

PROJECTIONS AND FORECASTS 
D FINANCIAL STATFMFNTS 

PROJFCTFD CHAWFS IN FINANCIAL P O W  
PROJFCTFD CONSTRUCTION RFQUIRFWNIS 

OPING PROJFCUQW 

CONTROL 
Page 2 of 3 

REVISED 9-20-02 

Doherty 
Doherty 
Doherty 
Doherty 
Mason 

Apuzzo 

Doherty 

Rosenberg 

Mason 
Rosenberg 

Mason 
Mason 
Mason 

Rosenberg 

Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Doherty 

Mason 
Mason 
Mason 
Mason 

NAGD RCM FILED REVISED 9-20.xl~ 
Control!Control-P-2 (A61 ..KI 20) * 



78 
79 
80 
81 
82 
83 
84 

a 
SECTION G 

SCHEDULE 
SCHEDULE 
SCHEDULE 

SCHEDULE 
SCHEDULE 
SCHEDULE 

SCHEDULE 

SECTION H 

85 SCHEDULE 
86 SCHEDULE 

87 SCHEDULE 
88 SCHEDULE 
89 SCHEDULE 
90 SCHEDULE 

91 SCHEDULE 

CITIZENS COMMUNICATIONS COMPANY 
NORTHERN ARIZONA GAS DIVISION 

TEST YEAR ENDED DECEMBER 31,2001 

COST OF SERVICE STUDY--(See Separate Model) 
COST OF SERVICE AT PRESENT RATES 

COST OF SERVICE AT PROPOSED RATES 
RATE BASE ALLOCATION OT CLASS OF SERVICE 

EXPENSE ALLOCATION TO CLASS OF SERVICE 
DISTRIBUTION OF RATE BASE BY FUNCTION 
DISTRIBUTION OF EXPENSES BY FUNCTION 

G-1 

G-2 

G-3 
G-4 
G-5 
G-6 

G-7 ALLOCATION FACTORS 

EFFECT OF PROPOSED TARIFF SCHEDULES---(See Separate Model) 
SUMMARY OF REVENUE BY CUSTOMER CLASSIFICATION 

SUMMARY OF REVENUE BY DETAIL RATE SCHEDULE 
H-1 

H-1A 
H-2 ANALYSIS OF MARGIN REVENUE 

H-3 
H-4 TYPICAL BILL ANALYSIS--SUMMARY 
H-5 TYPICAL BILL ANALYSIS-DETAIL 

H-6 

CHANGES IN COMPARATIVE RATE SCHEDULES 

PROPOSED TARIFFS AND RULES AND REGULATIONS 

WORKPAPERS 
92 SCHEDULE WP-1 RESULTS OF OPFRATIONS CQME1BBLSONS 1999 to 2a(L 1 

93 SCHEDULE WP-2 PI ANT AR!NJONS RFTIRFMECULIRANSFFRS and OTHFR 
94 SCHEDULE WP-PA NotUsed 
95 SCHEDULE WP-3 RFVFNUF ANNU-MALl7ATlm 
96 SCHEDULE WP-4 FXPFNAFS BY FFRC A C C O W  

COST OF SER 
97 PAGE 
98 PAGE 
99 PAGE 
100 PAGE 
101 PAGE 
102 PAGE 
103 PAGE 

VICE 
1 

2 
3 
4 
5 
6 
7 

COST OF SERVICE INPUT DATA - 
RATF BASF FI FMFNTS 

E Y E N E s  
FR ACCOUNTING 8 COI I FCTION 

DFPRFCIATION 8 AMORTVATION 

RATEOFRETURN 

CONTROL 
Page 3 of 3 

REVISED 9-20-02 

Harrison 
Harrison 
Harrison 
Harrison 
Harrison 
Harrison 
Harrison 

Harrison 
Harrison 
Harrison 
Harrison 
Harrison 
Harrison 
Harrison 

Doherty 
Doherty 
Doherty 
Doherty 
Doherty 

Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Doherty 

NAGD RCM FILED REVISED 9-20.xl~ 
Control!Control-P-3 (A121 ..K180) 



CITIZENS COMMUNICATIONS COMPANY 
NORTHERN ARIZONA GAS DIVISION 

TEST YEAR ENDED DECEMBER 31,2001 

COMPARISON BETWEEN "RCM" and "COS INPUT" AT PRESENT RATES 

1 1  1 [ 2 1 [31 141 

LINE Reference AMOUNT PER AMOUNT PER 
- # DESCRIPTION Or Factor RCM COS tNPUT DIFFERENCE 

1 
2 

3 

4 
5 
6 
7 
8 
9 
10 

1 1  
12 
13 
14 * l5 
16 

17 

18 
19 

20 

21 
22 
23 
24 
25 

26 
27 
28 
29 

30 

e 31 

REVENUES-MARGIN 
REVENUES--COMMODITY COSTS 

TOTAL REVENUES 

COMMODITIES 
OTHER PRODUCTION 
TRANSMISSION & Dl STR IBUTION 
CUSTOMER ACCOUNTING 
SALES 
ADMINISTRATIVE AND GENERAL 
TOTAL OPERATING EXPENSES 

DEPRECIATION & AMORTIZATION 
OTHER AMORTIZATION 
TAXES OTHER THAN INCOME 
TOTAL EXPENSES -- BIT 

OPERATING INCOME -- BIT 

INCOME TAXES 

NET OPERATING INCOME 

PLANT IN SERVICE 
ACCUMULATED DEPRECIATION 

NET PLANT 

ACCUMULATED DEFERRED INCOME TAXES 
CONTRIBUTIONS-in-aid-of-CONSTRUCTION ("CtAC') 
AMORTIZATION OF ClAC 
ADVANCES FOR CONSTRUCTION 
CUSTOMER DEPOSITS 

MATERIALS AND SUPPLIES 
WARM SPIRIT 
CARES 
ALLOWANCE FOR WORKING CAPITAL 

TOTAL RATE BASE 

RATEOFRETURNATPRESENTRATES 

$ 25,969,503 $ 25,969,503 $ 
45,499,224 45,499,224 

71.468.727 71.468.727 

45,499,224 45,499,224 

4,636,374 4,636,374 
5,011,210 501 1,210 

15,032 15,032 
7,141,432 7,141,432 
63,030,753 63,030,753 

727,481 727,481 - 

5,801,413 5,801,413 
44,324 44,324 

4,469,595 4,469,595 
73.346.085 73.346.085 

(1,877,358) (1,877,358) 

(2,642,611) (2,642,611) 

$ 765,253 $ 765,253 $ 

$ 21 1,754,534 $21 1,754,534 
146.851.090) 146.851.090\ - 

164,903,444 

(5,008,503) 
(7,988,872) 
1,576,951 
(5,826,346) 
(1,751,844) 

921,879 
(40,001 ) 
(364,945) 

(3,125,360) 

164,903,444 

(5,008,503) 
(7,988,872) 
1,576,951 
(5,826,346) 
(1,751,844) 

921,879 
(40,001) 
(364,945) 

(3,125,355) 

$ 143,296,403 $143,296,408 $ (5) 

0.5340349% 0.5340349% 0.0000000% 



CITIZENS COMMUNICATIONS COMPANY 

NORTHERN ARIZONA GAS DIVISION 

SUMMARY SCHEDULES 

SECTION A 
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CITIZENS COMMUNICATIONS COMPANY SECTION A 
NORTHERN ARIZONA GAS DIVISION SCHEDULE A-3 

Page 1 of 1 
SUMMARY OF CAPITAL STRUCTURE AND CALCULATION OF FAIR VALUE RATE BASE WITNESS Mason 

TEST YEAR ENDED DECEMBER 31,2001 

[ l l  121 

Line 
# Description Ratio RCND - 

Sch. B-1 

v 
1 -Debt 50.20% 
2 -Preferred Stock 4.72% 
3 -Common Equity 45.08% 
4 Tota I 100.00% 

YearEnded12/31100 
5 -Debt 
6 --Preferred Stock 
7 -Common Equity 
8 Tota I - 
9 -Debt 
10 -Preferred Stock 
11 -Common Eauitv 
12 a Total 

62.80% 
3.90% 

33.30% 
100.00% 

75.1 1 % 
2.33% 

22.56% 
100.00% 

Year Fnded 12/31/02 [Proiected! w 
13 --Debt 75.00% 
14 -Preferred Stock 2.30% 
15 -Common Equity 
16 Total 

22.70% 
100.00% 

17 --Debt 
18 -Preferred Stock 
19 -Common Equity 
20 Total 

Fair Value Rate Rase 

21 --RCND Component 

50.00% 
0.00% 

50.00% 
100.00% 

50.00% $ 180,09 452 

22 --Original Cost Component 50.00% 

23 -Fair Value Rate Base 100.00% 

REVISED 9-20-02 
131 141 

Original Fair 
cost Value 

Sch. B-I [11*[21or[31 

$ 90,047,226 

$ 143,783,596 71,891,798 

$ 161,939,024 

[ a ] Citizens Communications does project capital sturcture. Therefore the 12 I31 / 01 Capital Structure was used as basis for projectio 

[ b ] Citizens Communications did not have any Short-Term Debt for any of the years presented. 

NAGD RCM FILED REVISED 9-20.xl~ 
Sch!Sch-A-B (AKI ..AV60) 

a 



CITIZENS COMMUNICATIONS COMPANY 
NORTHERN ARIZONA GAS DIVISION 

CITIZENS COMMUNICATIONS CAPITAL STRUCTURE DECEMBER 31 1999 to 2001 
TEST YEAR ENDED DECEMBER 31,2001 

Line 
# Description Ref e re n ce Amount - 

CaDital Ratios of Citizens Communications Companv I b 1 

Year Ended 121 31/99 
1 -Long-term Debt 
2 -Current Maturities 
3 -Energy Units 
4 Total Long-Term Debt 

5 -Preferred Stock 
6 -Common Equity 
7 Total 

Year Ended 12/31/00 
8 -Long-term Debt 
9 -Current Maturities 
10 -Energy Units 
11 Total Lona-Term Debt " 

0 12 --Preferred Stock - 
13 --Common Equity 
14 Total 

Year Fnded 12/31/01 
15 --Long-term Debt 
16 -Current Maturities 
17 -Energy Units 
18 Total Long-Term Debt 

19 -Preferred Stock 
20 -Common Equity 
21 Total 

F-3 $ 2,107,460,000 

F-3 31,156,000 

F-3 

L I + L 2 + L 3  

F-3 

F-3 
L 4 + L 5 + L 6  

W C  10-K 

F 3  $ 3,062,289,000 

F-3 181,014,000 

F-3 

L 8 +  L 9 +  L 10 

F-3 
F-3 

L 11 + L 12 + L 13 

F-3 $ 5,534,906,000 

F-3 483,906.000 

F 3  460,000.000 

L 1 5 + L 1 6 + L 1 7  

F-3 

F-3 
L 18+ L 19+ L20 

Year Fnded 12/31/02 !Projected! 1 a 1 
22 -Long-term Debt 
23 -Current Maturities 
24 --Energy Units 
25 Total Long-Term Debt L 22 + L 23 + L24 

26 --Preferred Stock 
27 -Common Equity 
28 Total L 2 5 + L 2 6  L27 

SECTION A 
SCHEDULE A-3A 

Page 1 of 2 
WITNESS Mason 

REVISED 9-2062 
1 3 1  1 4 1  

Amount Ratio 
[ 3 ] t o  Total 

$ 2,138,616,000 50.20% 

201,250,000 4.72% 
1,919,935,000 45.08% 

$ 4,259,801,000 100.00% 

$ 3,243,303,000 62.80% 

201,250,000 3.90% 
1,720,001,000 33.30% 

S 5164554000 100 00% 

$ 6,478,812,000 75.11% 

201,250,000 2.33% 
1,946,142,000 22.56% 

$ 8,626,204,000 100.00% 

$ #D IV/O ! 

#DIV/O! 
#DIV/O! 

$ #D IV/O ! 

[ a ] Citizens Communications does project capital sturcture. Therefore the 12 I 3 1  / 01 Capital Structure was used as basis for pr 

[ b ] Citizens Communications did not have any Short-Term Debt for any of the years presented. 

Sch!Sch-A_3A (AK61 ..AV120) 
NAGD RCM FILED REVISED 9-20.xls 



CITIZENS COMMUNICATIONS COMPANY 
NORTHERN ARIZONA GAS DIVISION 

SUMMARY OF CAPITAL STRUCTURE AND WEIGHTED COSTS 
TEST YEAR ENDED DECEMBER 31,2001 

11 1 121 

Line 
# Description Ratio - 

Ratios of C i t 1 7 7 1  . .  . .  

v 
1 -Debt 
2 -Preferred Stock 
3 -Common Equity 
4 Total 

v 
5 -Debt 
6 -Preferred Stock 
7 -Common Equity 
8 Total 

v 
9 -Debt 
10 -Preferred Stock 
11 --Common Equity 
12 Total 

Year F n d 4  12/31/02 !Projected! LaJ a 13 --Debt 

50.20% 
4.72% 

45.08% 
100.00% 

62.8Ooh 
3.90% 

33 30% 
100.00% 

75.11% 
2.33% 

22.56% 
100.00% 

75.00% 
14 -Preferred Stock 2.30% 
15 --Common Equity 
16 Total 

22.70% 
100.00% 

SECTION A 
SCHEDULE A-3A 

Page 2 of 2 
WITNESS Mason 

REVISED 9-20-02 
[ 3 1  [ 4 1  

Year End Earned 
Weighted 
Cost Rate 

6.770% 
5.24Ooh 
5.350% 

7.145% 
5.240% 

-2.490% 

7.689% 
5.240% 

-5.31 0% 

7.689% 
5.240% 

N /A 

[ a ] Citizens Communications does project capital sturcture. Therefore the 12 I 3 1  101 Capital Structure was used as basis for projectio 

[ b ] Citizens Communications did not have any Short-Term Debt for any of the years presented. 

NAGD RCM FILED REVISED 9-20.xl~ 
Sch-A-3-A-PZ (AK121. .AV180) a 
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CITIZENS COMMUNICATIONS COMPANY 

NORTHERN ARIZONA GAS DIVISION 

RATE BASE SCHEDULES 

SECTION B 
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CITIZENS COMMUNICATIONS COMPANY SECTION B 
NORTHERN ARIZONA GAS DIVISION SCHEDULE 8-2 

Page 1 of 1 
PRO FORMA ORIGINAL COST NET PLANT IN SERVICE WITNESS Doherty 

TEST YEAR ENDED DECEMBER 31,2001 
REVISED 9-20-02 

Net 
Line Plant in Service Accumulated Plant in Service 

# Description At 12-31 -01 Depreciation At 12-31 -01 - 
11 ] + I 2 1  

1 Balance at December 31,2001 

2 Common Plant Adjustment 

0 NAGD RCM FILED REVISED 9-20.xls 
Sec B!Sch-B-2 (Ql .AC60) 

3 TOTAL 

[ a  ] Schedule 8-4 

[ b ] Schedule 8-46 

[ c ]  To Schedule 6-1 

$ 211,754,534 [ a  ] $ (46,851,090) [ b ] $ 164,903,444 

$ 21 1,754,534 

t c l  

$ (46,851,090) $ 164,903,444 
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CITIZENS COMMUNICATIONS COMPANY 
NORTHERN ARIZONA GAS DIVISION 

RCND BY MAJOR PLANT ACCOUNT 
TEST YEAR ENDED DECEMBER 31,2001 

Line 
- # Description - 

1 Franchises and Consents 

2 Miscellaneous Intangible Plant 
3 TOTAL INTANGIBLE PLANT - 
4 
5 Structures & Improvements 
6 Mains 
7 Measuring and Regulating Station Equip 
8 Other Equipment 
9 TOTAL TRANSMISSION PLANT 

Land and Land Rights & Rights of Way 

- 
10 Land 
1 1 Structures and Improvements 
12 Mains 
13 
14 
15 Services 

Measuring and Regulating Station Equip-Gen 

Measuring and Regulating Station Equip-City Gate 

16 Meters 
17 Meter Installations - 
18 Regulators 
19 Regulator Installations 

20 lndustnal Measurement Equipment 
21 Other Equipment 
22 TOTAL DISTRIBUTION PLANT 

. E E M l A N  
23 Land and Land Rights 

24 Structures and Improvements 

25 Office Furniture and Equipment 

26 Office Furniture and Equipment-Computer 

27 Office Furniture and Equipment-Mechanical 
28 Transportation Equipment 

29 Stores Equipment 

30 
31 Laboratory Equipment 
32 Power Operated Equipment 

33 Communications Equipment 

34 Miscellaneous Equipment 

35 Other Tangible Property 
36 TOTAL GENERAL PLANT 

Tools, Shop and Garage Equipment 

37 TOTAL GAS PLANT IN SERVICE 

38 Non Depreciable Plant * 39 DEPRECIABLE PLANT IN SERVICE 

NAGD RCM FILED REVISED 9-2O.XlS 
Sec B!Sch-B-5 (BO1 ..BZ60) 

11 1 

Account 
Number 

302 00 

303 00 
L I + L 2  

365 IORO 
366 00 
367 00 
369 00 
374 00 

Sum L 4 to  L 8 

374 10 
375 00 
376 00 
378 00 

379 00 

380 00 
381 00 

382 00 
383 00 
384 00 

385 00 
387 00 

Sum L 10 to L 21 

389 00 

390 00 

391 00 

391 10 

391 20 
392 20 

393 00 

394 00 

395 00 
396 00 

397 00 

398 00 

399 00 
Sum L 23 to L 35 

Ls 3+9+22+36 

-L4-10-23 

L37 - L 38 

SECTION B 
SCHEDULE B-4 

Page 1 of 1 
WITNESS Doherty 

REVISED 9-20-02 
121 131 

Trended 
Reproduction Plant in Service 

Cost New At 12-31 -01 

$ 366,375 $ 366,375 
242,769 242,769 
609,144 609,144 

61,230 61,230 

14,917,920 10,245,022 
1,334,707 843,826 

16.31 3.857 1 1.150.078 

109,139 

151,208,882 
2,236,845 
2,103,093 

55,932,916 
15,993,586 
4,510,773 
1,665,430 

289,617 
1,822,535 

900,606 
236,773,422 

690,392 
5,609,604 

806,630 
2,499,537 
3,952,518 
2,327,727 

130,907 
1,467,689 

529,600 
362,673 
931,523 
265,444 
101,810 

19.676.054 

109,139 

118,778,768 
1,717,907 
1,707,607 

47,288,874 
8,586,120 
4,163,332 
1,551,190 

281,085 
785,500 
724,235 

185,693,757 

194,035 
704,177 
364,226 

5,111,856 
2,597,436 
2,325,812 

100,288 
1,264,771 

513,358 
341,733 
524,606 
259,257 

14.301.555 
I .  I ,  

273,372,477 21 1,754,534 

(860,761 ) (364,404) 

$ 272,511,716 $ 211,390,130 

TO Sch. 8-3 TO Sch 8-2 
N O T F  Reference changed to "8-4" for Hard Copy but Electronic Reference of "8-5" not changed. 
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CITIZENS COMMUNICATIONS COMPANY 
NORTHERN ARIZONA GAS DIVISION 

RECONCILIATION OF EXPENSES--LEAD LAG STUDY 
TEST YEAR ENDED DECEMBER 31,2001 

SECTION B 
SCHEDULE B-SA 

Page 1 of 1 
WITNESS Mason 

REVISED 9-20-02 

Line 
# Description Reference Amount Amount - 

1 Total Expenses for Working Capital Calculation Sch B-5, COI [ 2 1, L 30 S 71,100,440 

2 Less: Voucher Lag Expenses 

3 Total Exclusive of Voucher Lag Expenses 

L 18 

L l - L 2  

4 Purchased Commodity Sch B-5, COI [ 2 1, L 1 

5 Interest Expense Sch B-5, COI [ 2 1, L 14 

6 EquityCost Sch 8-5, COI [ 2 1, L 15 

7 Taxes--OTI: Gross Receipts, Franchise & Sales Sch 8-5, COI [ 2 1, L 19 

8 Taxes--0TI: Regulatory Assessments Sch 8-5, COI [ 2 1, L20 

9 Other 

10 SubTotal SumL4toL9 

$ 41,590,709 

4,816,750 

5,431,623 

145,342 

0 
~ 

51,984,424 

11,876,716 

~ 

12 Depreciation & Amortization 5,845,737 

13 Uncollectibles 73,597 

14 Rate Case Amortization 

15 SubTotal 

16 TOTAL BEFORE VOUCHER LAG EXPENSES 

17 Total Expenses on Schedule C-1 

18 VOUCHER LAG EXPENSES 

Sum L 12 to L 14 

L11 +L15 

L 21 

L 17- L 16 

Sch C-1, Col [ 6 1, L 25 

20 TOTAL TAXES ON INCOME--PRESENT RATES Sch C-1, COI [ 6 1, L 27 

21 TOTALEXPENSESATPRESENTRATES L 19 + L 20 

7,239,300 

63,861,140 

168,900 
~ 

6,088,234 

17,964,950 

25,204,250 

$ 7,239,300 

$ 27,846,861 

(2,642,611) 

s 25,204,250 

NAGD RCM FILED REVISED 9-20.xlS 
Sec B!Sch-B-6-A (DG66.DT130) NOTF- Reference changed to "B-SA for Hard Copy but Electronic Reference of "B-6-A not changed. 
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CITIZENS COMMUNICATIONS COMPANY SECTION B 
NORTHERN ARIZONA GAS DIVISION SCHEDULE B-6 

Page 1 of 2 
COMMON PLANT WITNESS Mason 

TEST YEAR ENDED DECEMBER 31,2001 

REVISED 9-20-02 
"N O T  A P P L I C A B  L E" 

NOTE: Reference changed to "B-6' for Hard Copy but Electronic Reference of "B-3-PI" not changed. 4B 
NAGD RCM FILED REVISED 9-2O.XlS 
Sec B!Sch-B-3-P1 (AFI ..AS60) 



CITIZENS COMMUNICATIONS COMPANY 
NORTHERN ARIZONA GAS DIVISION 

COMMON PLANT 
TEST YEAR ENDED DECEMBER 31,2001 

"N 0 T A P P L I C A B L E" 

SECTION B 
SCHEDULE B-6 

Page 2 of 2 
WITNESS Mason 

NOTE: Reference changed to "B-6' for Hard Copy but Electronic Reference of "B-3-PI" not changed. e 
NAGD RCM FILED REVISED 9-2O.XlS 
Sec B!Sch-B-3-P2 (AF61 ..AS120) 



CITIZENS COMMUNICATIONS COMPANY 
NORTHERN ARIZONA GAS DIVISION 

DEFERRED INCOME TAXES 
TEST YEAR ENDED DECEMBER 31,2001 

Line 
# Description - 

ACCUMULATED DEFERRED INCOME TAXES-FEDERAL 

1 --Accelerated Depreciation 

2 --AIT on Capitalized Interest 

3 --AIT on ClAC 

4 -AITonAlAC 

5 -Other Schedule ""M" Items 

6 ---Other 

7 TOTAL FEDERAL ADIT 

ACCUMULATE D DEFERRED INCOME TAXES--STATE 

8 -Accelerated Depreciation 

9 -AIT on Capitalized Interest 

10 --AIT on ClAC 

11 --AIT on AlAC 

12 -Other Schedule ""M" Items 

13 -Other 

14 TOTAL STATE ADIT 

15 TOTAL ACCUMULATED DEFERRED INCOME TAXES 

SECTION B 
SCHEDULE 8-7 

Page 1 of 2 
WITNESS Apuzzo 

Amount Amount Total 

$ 6,765,780 

(985,314) 

(513,623) 

(1,287,269) 

(52,257) 

1,790,797 

(241,709) 

(1 27,704) 

(31 9,846) 

(11,185) 

(9,167) 

3,927,317 

1,081.1 86 

$ 5,008,503 

TO SCh. B-1 

NAGD RCM FILED REVISED 9-2O.XlS 
Sec B!Sch-B-7-Pl (DWl..EJ60) e 
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CITIZENS COMMUNICATIONS COMPANY 
NORTHERN ARIZONA GAS DIVISION 

8 , e g  

CONTRIBUTIONS IN AID OF CONSTRUCTION 
TESTYEAR ENDED DECEMBER 31,2001 

SECTION B 
SCHEDULE 8-8 

Page 1 of 1 
WITNESS Doherty 

ClAC Average C IAC 
Line Year End ClAC Amortization Annual Cumulative 
- # Description Balance Balance Rate Amortization Amortization 

1 

2 

3 

4 

5 

6 

7 

1990 

1991 

1992 

1993 

1994 

1995 

1996 

1997 

1998 

10 1999 

11 2000 

$ (2,815,010) 

(2,815,010) 

(3,156,287) 

(3,336,589) 

[a] (3,838,822) 

(4,136,124) 

(4,524,498) 

(4,963,O 12) 

(5,491,093) 

(6,517,235) 

(7,320,758) 

12 2001 (7,988,872) 

Ratemaking Adjustments 

13 XXXX 

$ (2,815,010) 

(2,985,649) 

(3,246,438) 

(3,587,706) 

(3,987,473) 

(4,330,311) 

(4,743,755) 

(5,227,053) 

(6,004,164) 

(6,918,997) 

(7,654,8 15) 

[ a ] Rate changed to reflect inclusion of ClAC plant from "Services" 

[ b ] ClAC by Plant Account 
16 --Mains $ (6,684,422) I 
17 ----Services (1,304,450) 

@ 18 TOTAL $ (7,988,872) 

0.0244 

0.0244 

0.0244 

0.0261 

0.0261 

0.0261 

0.0261 

0.0261 

0.0261 

0.0261 

0.0261 

$ 

68,686 

72,850 

79,213 

93,639 

104,073 

113,021 

123,812 

136,426 

156,709 

180,586 

248,145 

31 6,831 

389,681 

468,894 

562,53 3 

666,606 

779,627 

903,439 

1,039,865 

1,196,574 

1,377,160 

199,791 1,576,951 

$ 199,791 $ 1,576,951 

To Sch C, Adj I TO SCh B-1 

$ 171,534 $ 1,353,921 

28,257 223,030 

$ 199,791 $ 1,576,951 

NAGD RCM FILED REVISED 9-20.xl~ 
Sec B!Sch-B-8 (FSI.GF6O) 



CITIZENS COMMUNICATIONS COMPANY 
NORTHERN ARIZONA GAS DIVISION 

OTHER RATE BASE COMPONENTS 
TEST YEAR ENDED DECEMBER 31,2001 

11 1 

Line Customer 
# DescriDtion DeDosits 

1 December, 2000 

2 January, 2001 

3 February 

4 March 

5 April 

6 May 

7 June 

8 July 

9 August 

10 September 

11 October 

12 November 

13 December 

14 Pro Forma Balance 

$ (1,829,373) 

(1,838,656) 

(1,873,780) 

(1,726,636) 

(1,738,242) 

(1,713,997) 

(1,719,598) 

(1,745,112) 

(1,647,276) 

(1,657,590) 

(1,706,545) 

(1,759,717) 

(1 ,81 7,445) 

$ (1,751,844) 

TO SCh B-1 

Materials & 
SuDDlies 

$ 1,004,953 

1,019,638 

998,79 I 

992,544 

915,459 

934,536 

929,118 

879,152 

847,315 

819,688 

822,347 

922,950 

897,932 

$ 921,879 

TO Sch B-1 

SECTION B 
SCHEDULE B-9 

Page 1 of 1 
WITNESS Doherty 

131 

Warm 
Spirit 

$ (34,150) 

(34,802) 

(36,977) 

(37,730) 

(39,207) 

(40,911) 

(42,580) 

(41,640) 

(40,449) 

(41,504) 

(43,073) 

(45,823) 

(41,168) 

$ (40,001) 

TO SCh B-1 

NAGD RCM FILED REVISED 9-2O.XlS 
Sec B!Sch-B-9 (GJI.GW60) 



CITIZENS COMMUNICATIONS COMPANY 
NORTHERN ARIZONA GAS DIVISION 

CUSTOMER ADVANCES FOR CONSTRUCTION 
TEST YEAR ENDED DECEMBER 31.2001 

SECTION B 
SCHEDULE B-10 

Page 1 of 1 
WITNESS Doherty 

REVISED 9-20-02 

I11 121  [ 3 1  1 4 1  

Reference 
Line Or OR I G I NAL RCN 
# Description Factor COST FACTOR RCN - 

1 Balance At December 31, 2001 

Adjustments: 

-Amount Included in CWlP at 12/31/01 2 

3 Adjusted Balance 

4 GROSS PLANT AT "RCN" 

5 

6 RCNFACTOR 

GROSS PLANT AT ORIGINAL COST 

NAGD RCM FILED REVISED 9-2O.Xl~ 
Sec B!Sch-B-IO (GJ61.GW120) 

SCh E- I  $ (5,826,346) 1.290988 $(7,521,743) 

0 1.000000 0 

Sum L 1 + L2 $ (5,826,346) 

TO Sch B-1 

$ 273,372,477 

$ 21 1.754.534 

L 4 / L 5  1.290988 

$(7,521,743) 

TO Sch B-I  



CITIZENS COMMUNICATIONS COMPANY 
NORTHERN ARIZONA GAS DIVISION 

CARES PROGRAM 
TEST YEAR ENDED DECEMBER 31,2001 

SECTION B 
SCHEDULE B-11 

Page 1 of 1 
WITNESS Mason 

Line 
Reference COLLECTED FROM CUSTOMERS Net CARES 

Or Amount At Program P rog ra m Asset 
# Description Factor Therms $ 0.000980 Discounts Expenditures (Liability) - 

[ 2 ] * Rate Sum [ 3 1  to [ 51 

1 

2 

3 

4 

5 

6 

7 

8 

e 9  

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

November 8 December 1996 

1997 

1998 

1999 

2000 

Balance At December 31, 2000 

2001-January 

-February 

-March 

--April 

-May 

-June 

-July 

-August 

--September 

-October 

-November 

-December 

13- Month Average 

Total Expenditures for Year 2001 

NAGD RCM FILED REVISED 9-20.xls 0 Sec B!Sch-B-Il (GJ121.GW180) 

23,287,066 $ (22,821) $ $ 

112,671,600 $ (110,418) $ 1,364 $ 17,422 

121,039,864 $ (118,619) $ 9,296 $ 19,077 

117,583,397 $ (115,232) $ 27,093 $ 18,660 

122,656,045 $ (120,203) $ 23,323 $ 30,392 

17,915,897 (1 7,558) 8,142 

18,960,452 (18,581) 10,465 

17,197,852 (1 6,854) 9,958 

12,577,437 (1 2,326) 6,451 

8,339,691 (8,173) (1 6) 

5,541,523 (5,431) 4 

4,828,429 (4,732) 8 

4,764,915 (4,670) 

5,119,481 (5,017) 

5,540,703 (5,430) 

7,359,219 (721 2) 4,388 

15,264,776 (1 4,959) 12,145 

123,410,375 (120,943) 51,545 

2,673 

2,673 

2,673 

2,673 

2,673 

2,673 

2,673 

2,673 

2,673 

2,673 

2,673 

2,670 

32,073 

$ 32.073 

$ (22,821) 

(91,632) 

(90,246) 

(69,479) 

(66,488) 

(340,666) 

(347,409) , 
(352,852) 

(357,075) 

(360,277) 

(365,793) 

(368,547) 

(370,598) 

(372,595) 

I 

(374,939) 

(377,696) 

(377,847) 

(377,991) 

$ (364,945) 
To Sch 51 



CITIZENS COMMUNICATIONS COMPANY 
NORTHERN ARIZONA GAS DIVISION 

SECTION B 
SCHEDULE 8-12 

EXPENSE ADJUSTMENT "M" 
Page 1 of 1 

WITNESS Doherty 
GAIN ON SALE OF PROPERTY 

TEST YEAR ENDED DECEMBER 31,2001 

Reference 
Line Or 

# Description Factor - 

FLAGSTAFF BLDG-San Fran COTTONWOOD BLDG 

Total TOTAL Amount Tota I Amount 

1 

2 
3 
4 
5 

6 

7 
8 
9 
10 
11 a 12 

13 

14 

15 

16 

SALES PRICE $ 600,000 $ 180,000 

15,099 

164,901 

71.448 

COSTS OF SALES 
-Sales Commissions 
-Title Insurance 
--Other Expenses 

Total Cost of Sales S u m L 2 t o 4  

14.400 36,000 
1,200 

349 699 
37.549 

Net Sales Proceeds L l - L 5  562,45 1 

BOOK VALUE OF PROPERTY SOLD 

--Land 
--Building 
Total L 7 + L 8  
Accumulated Depreciation 

Net Book Value L 9 + L I O  

56,986 5,618 
498,85 1 
555,837 

119,837 
125,455 

(229,257) (54,007) 
326.580 

Net Gain Before Taxes L 6 - L l l  235,87 1 93,453 

25.241 Income Taxes on Gain Line 26 95.221 

Net Gain on Sale L 12 -  L 13 $ 140,650 

$ 70,325 

Years $ 14,065 

$ 68,212 

$ 34,106 $ 104,431 

$ 6,821 $ 20,886 
To Sch E1 

To Sch C-2 

Customers' Share 50.0% 
( L 14 * L 15 Rate ) 

Amortization to Expense over 5 
(L151L16Years)  

INCOME TAX CALCULATION 
17 Net Sales Proceeds 
18 Net Tax Basis 
19 Taxable Gain L 17 - L 18 

$ 562,451 $ 164,901 
309,839 101,048 

$ 252,612 $ 63,853 
$ 101,979 20 Combined Fed & State Taxes 40.37% 

21 Combined Fed 8 State Taxes 39.53% 
( L 19 Rate ) 

$ 25,241 - 
22 --Accumulated Tax Depre 
23 -Accumulated Book Depre 

25 Combined Fed & State Taxes 40.37% 

26 Net Income Taxes 

24 Accum. Timing Diff L 22 - L 23 

( L 24 Rate ) 

NAGD RCM FILED REVISED 9-2O.Xl~ 
Sec B!Sch-B-12 (GJ181.GW240) 

$ 245,998 $ 

$ 16,741 $ 
229,257 

6.758 

$ 25,241 $ 95,221 



CITIZENS COMMUNICATIONS COMPANY 

NORTHERN ARIZONA GAS DIVISION 

OPERATING REVENUE AND EXPENSES 

SECTION C 
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e 
Line 
# - 

1 

2 

3 

a 

a 

CITIZENS COMMUNICATIONS COMPANY 
NORTHERN ARIZONA GAS DIVISION 

TEST YEAR ENDED DECEMBER 31,2001 

LEASE ON ADMINISTRATION BUILDING 

DescriDtion 

Monthly Cost of Lease and Riders 

Number of Months - ProForma for Test Year 

[ 1 1  

Reference 
Or 

Factor 

Annual Pro Forma Cost of Lease for New Administrative Building L 1 L 2 

[ a ] Replacement for Yale Street Building which was removed from rate base by Adjustment [ F 1. 

NAGD RCM FILED REVISED 9-20.xl~ 
Sch-C-AdLJ (FF61 ..FR120) 

SECTION C 
SCHEDULE C-2 

ADJUSTMENT J 

WITNESS Doherty 
Page 1 of 1 

AMOUNT 

$ 40,500 

$ 4a6,ooo 

TO Sch C-2 



CITIZENS COMMUNICATIONS COMPANY 
NORTHERN ARIZONA GAS DIVISION 

TEST YEAR ENDED DECEMBER 31,2001 

REMOVAL OF PRIOR PERIOD TAX REFUNDS 

SECTION C 
SCHEDULE C-2 

ADJUSTMENT K 

WITNESS Apuzzo 
Page 1 of 1 

Reference 
Line Or 
- # Description Factor AMOUNT AMOUNT AMOUNT TOTAL 

NAGQ 
1 Refund of Franchise Taxes from Prior Years May, 2001 $ 800,000 

2 Refund of Franchise Taxes from Prior Years June, 2001 477,000 

3 Total For Franchise Tax Reversal L 1  + L 2  $ 1,277,000 

4 

5 Miscellaneous Taxes from Affiliates 

6 Total NAGD 

Miscellaneous Prior Year Taxes Paid 

X G R  

7 

8 Miscellaneous Taxes from Affiliates 

Reversal of November 1999 Accrual 

L 3 + L 4 + L 5  

9 Total SCGD 0 L 7  L 8  

10 Total Adjustment To Remove Prior Period Adj L 6 + L 9 

NAGD RCM FILED REVISED 9-20.xl~ 
Sch-C-AdjK (FF121..FR180) 

1,241,970 

$ 1,241,970 

TO Sch C-2 



CITIZENS COMMUNICATIONS COMPANY SECTION C 

TEST YEAR ENDED DECEMBER 31,2001 ADJUSTMENT L 
NORTHERN ARIZONA GAS DIVISION SCHEDULE C-2 

Paoe 1 of 4 . -a- 

ADMINISTRATIVE OFFICE EXPENSES WITNESS 

Reference 
Line Or PRO FORMA 
- # Description Factor RECORDED ADJUSTMENTS 

1 STAMFORD OFFICE Page2 $ 753,243 $ 

2 PUBLIC SERVICE OFFICE Page 3 360,164 

3 LAN M A N  EMAIL SERVICES Page 4 143,477 

4 OTHER 

5 ADJUST TO "CAP' FOR ADMIN OFFICE COSTS 

6 TOTALS 

DISTRIBUTION OF "CAP" 
7 NAGD 

8 SCGD 
9 TOTAL "CAP' 

DISTRIBUTION OF PRO FORMA ADJUSTMENT 
10 Account No. 923 

11 Account No. 930 

12 TOTAL ADJUSTMENT 

PlSTRlBUTlON FOR WORKING CAPITAL 
13 Payroll 

14 Other Expenses 

(346,183) 

524,100 

(87,838) 

Mason 

[ 4  1 

PRO FORMA 
AMOUNT 
[ 2 1 + [ 3 1  

$ 407,060 

884,264 

55,639 

- 

(220,883) (220,883) 

$1,256,884 $ (130,804) $ 1,126,080 

1,200,000 0.9384 $ 1,126,080 

0.0616 73,920 
1.0000 $ 1,200,000 

$ 143,477 $ (87,838) $ 55,639 

1,113,407 (42,966) 1,070,441 

$1,256,884 $ (130,804) 

TO SCh C-2 

$ 1,126,080 

0.4500 $ 506,736 

0.5500 619,344 

1.0000 $ 1,126,080 

NAGD RCM FILED REVISED 9-2O.XlS 
Sch-C-Adj-L-P-1 (FXI ..G160) 



CITIZENS COMMUNICATIONS COMPANY 
NORTHERN ARIZONA GAS DIVISION 

TEST YEAR ENDED DECEMBER 31,2001 

ADMINISTRATIVE OFFICE EXPENSES 

Line 
- # Description 

STAMFORD OFFICE 

Total Charges to Expense for 200 1 

2 Removed Depreciation Expense 

3 

4 

5 

6 

Expenses in FERC Account # 930 For Test Year 

Remove Expense for Previously Disallowed and Other Items 

Remove Amounts Associated with Griffith and Paulden Line 

Reflect Pro Forma Chages in Four-Factor Allocator 

7 Other 

8 Other 

9 Other 

10 Other 

11 PRO FORMA ADJUSTMENTS 

12 Pro Forma Expenses for Test Year 

SECTION C 
SCHEDULE C-2 

ADJUSTMENT L 
Page 2 of 4 

WITNESS 

[ I  1 

AMOUNT 

Mason 

PRO FORMA 
AMOUNT 

$ 1,078,430 

(325,187) 

$ 753.243 

(1 27,492) 

(1 3,200) 

(205,491) 

- 

$ (346,183) 

S 407.060 

NAGD RCM FILED REVISED 9-20.xl~ 
Sch-C-Adj-L-P-2 (FX61 ..G1120) 



CITIZENS COMMUNICATIONS COMPANY 
NORTHERN ARIZONA GAS DIVISION 

TEST YEAR ENDED DECEMBER 31.2001 

ADMINISTRATIVE OFFICE EXPENSES 

Line 
# Description - 

PUBLIC SERVICE OFF1 C E  

Total Charges to Expense for 2001 1 

2 Removed Depreciation Expense 

3 

4 

5 

6 

Expenses in FERC Account # 930 For Test Year 

Remove Expense for Previously Disallowed and Other Items 

Remove Amounts Associated with Griffith and Paulden Line 

Reflect Pro Forma Chages in Four-Factor Allocator 

7 ORCOM Implementation & Operations 

8 CIP Adjustment 

9 ADPServices 

10 SOP Ongoing Maintenance 

11 PRO FORMA ADJUSTMENTS 

12 Pro Forma Expenses for Test Year 

SECTION C 
SCHEDULE C-2 

ADJUSTMENT L 
Page 3 of 4 

WITNESS Mason 

PRO FORMA 
AMOUNT AMOUNT 

$ 379,154 

(1 8,990) 

$ 360,164 

(4,641) 

500,000 

(25,000) 

(20,989) 

39,730 

35,000 

$ 524,100 

$ 884,264 

NAGD RCM FILED REVISED 9-2O.XlS 
Sch-C-Adj-L-P-3 (FX121..G1180) 



Line 
# 

CITIZENS COMMUNICATIONS COMPANY SECTION C 

TEST YEAR ENDED DECEMBER 31,2001 ADJUSTMENT L 
NORTHERN ARIZONA GAS DIVISION SCHEDULE C-2 

Page 4 of 4 
ADMINISTRATIVE OFFICE EXPENSES WITNESS Mason 

DescriDtion 

11 I 

AMOUNT 

LAN I WAN EMAIL SERVICES 

Total Charges to Expense for 2001 1 

2 Removed Depreciation Expense 

3 

4 

5 

6 

Expenses in FERC Account # 930 For Test Year 

Remove Expense for Previously Disallowed and Other Items 

Remove Amounts Associated with Griffith and Paulden Line 

Reflect Pro Forma Chages in Four-Factor Allocator 

7 ORCOM Implementation 8 Operations e 
8 CIP Adjustment 

9 ADP Services 

10 SOP Ongoing Maintenance 

PRO FORMA 
AMOUNT 

$ 147,305 

(3,828) 

$ 143,477 

11 PRO FORMA ADJUSTMENTS $ (87.838) 

12 Pro Forma Expenses for Test Year $ 55.639 

NAGD RCM FILED REVISED 9-2O.XlS 
Sch-C-Adj-L-P-4 (FX181..G1240) 



CITIZENS COMMUNICATIONS COMPANY 
NORTHERN ARIZONA GAS DIVISION 

TEST YEAR ENDED DECEMBER 31,2001 

MAINTENANCE EXPENSE RELATED TO GAS SUPPLY LINE 

I11  [ 2 1  

Line 
- # Description Reference Factor 

SCGD ONLY-NONE FOR NAGD 

1 

2 

3 

4 

5 

6 

7 

e 8  

Estimate of Maintenance Costs for the Gas Supply Line Transferred From 
Citizens' Santa Cruz Electric Division to The SCGD 

--Estimate of Payroll L 1 Rate 95.00% 

-Estimate of Materials L 1 Rate 5.00% 

--Other Costs L 1 Rate 0.00% 

TOTAL DIRECT Sum L 2  to L 5  1 .oooo 

These Costs were changed to the SCED by NAGD for maintenance services 
On the Supply Line in the past. Estimate based on discussion with 
Bill Hines, Director Technical Services 

Payroll Overheads Estimated at % of Line 2 L 2 Rate 0.0% 

SECTION C 
SCHEDULE C-2 

ADJUSTMENT N 

WITNESS Doherty 
Page 1 of 1 

[ 3 1  

AMOUNT 

TOTAL COSTS 

The above estimate includes all proforma adjustments for the Test Year 

NAGD RCM FILED REVISED 9-20.xl~ 
Sch-C-AdiN (FF181.. FR240) 
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CITIZENS COMMUNICATIONS COMPANY 
NORTHERN ARIZONA GAS DIVISION 

TEST YEAR ENDED DECEMBER 31,2001 

POSTAGE EXPENSE 

SECTION C 
SCHEDULE C-2 

ADJUSTMENT P 

WITNESS Doherty 
Page 1 of 1 

111 121 [ 3 1  141 [ 5 1  

Reference 
Line Or 
- # Description Factor Amount Amount Sub-Total Total 

MAIL SORT BY FIRST THRFF DlGiTS 

NEW RATE - Effective on 6130102 1 

2 Current Rate 

3 INCREASE IN RATE 

MAIL SORT BY FIRST FlVF D E E S  

4 

5 Current Rate 

6 INCREASE IN RATE 

NEW RATE - Effective on 6130102 

7 Average Increase Per Piece of Mail a - 
8 

9 

10 

11 Number of Months 
12 Annual Mailing Units 

Number of Customers Receiving Monthly Bills 

Number of Monthly Delinquent Notices 

Total Number of Monthly Mailing Units 

$ 0.2920 

0.2690 

L l - L 2  $ 0.0230 

$ 0.2780 

0.2550 

L 4 - L 5  $ 0.0230 

(L 3 + L 6) / 2 $ 0.0230 

112,971 

20.0% 22,594 

L 8  + L 9  135,565 

12 
L 10 L 11 1,626,780 

13 Increase in Postage Expense L7*L12  $ 37,416 

TO Sch C-2 

NAGD RCM FILED REVISED 9-20.xls 
Sch-C-Adj-P (FF241 ..FR300) 



CITIZENS COMMUNICATIONS COMPANY 
NORTHERN ARIZONA GAS DIVISION 

TEST YEAR ENDED DECEMBER 31,2001 

CARES DISCOUNT AND EXPENSE 

SECTION C 
SCHEDULE '2-2 

ADJUSTMENT Q 

WITNESS Mason 
Page 1 of 1 

Reference 
Line Or 
- # Description Factor Amount Amount Sub-Total Total 

PRO FORMA CARFS nlSCOUNTS 

1 Total Estimated CARES Therms for Test Year 986,085 

2 Cares Discount Rate Per Applicable Then $ 0.150 

3 TOTAL ESTIMATED REVENUE REQUIREMENT L l ' L 2  $ 147,913 

4 Eshmate of Cares Discounts - Pro Forma for Test Year Line 3 $ 147,913 

5 

6 TOTAL ESTIMATED REVENUE REQUIREMENT L 4 + L 5  $ 217,913 

Estimate of CARES Expenses -Pro Forma for Test Year 70,000 

7 NAGD Therm Sales, Normalized and Annualized 125,885,718 

8 SCGD Therm Sales, Normalized and Annualized 5,051,437 

e 9  TOTAL ESTIMATED FOR TEST YEAR L 7 + L 8  130,937,155 

10 CARES COST PER THERM L 6 / L 9  $ 0.001664 

11 Amortization At Rate Approved in Pnor NAGD Case L 9 Rate $ 0.000980 $ 128,318 

12 Additional Expense Required to Attain New Level L 6 - L l l  $ 0.000684 89,595 

13 Total Pro Forma ExDenses L11 +L12 

14 ---Pro Forma Expense Amount ( L 7 / L 9 ) ' L 4  
15 -Pro Forma Discount Amount ( L 7 / L 9 ) ' L 5  
16 Pro Forma Total Expense Amount L14+ L 15 

~ 17 ---Recorded Expense Amount Dunng Test Year 

I 18 Adjustment Required L 16- L 17 

$ 217,913 

$ 142,207 
67,299 

209,506 

$ 209,506 

TO Sch C-2 
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Line 
# - 

1 

2 

3 

4 

5 

6 

7 

e 8  

CITIZENS COMMUNICATIONS COMPANY 
NORTHERN ARIZONA GAS DIVISION 

TEST YEAR ENDED DECEMBER 31,2001 

GROSS REVENUE CONVERSION FACTOR 

t11 

Tax 
Description Rate 

GROSS REVENUE FACTOR 

UNCOLLECTIBLE EXPENSES 

NET REVENUES 

STATE INCOME TAXES 

FACTOR AFTER STATE TAXES 

FEDERAL INCOME TAXES 

NET OPERATING INCOME FACTOR 

GROSS REVENUE CONVERSION FACTOR 

NAGD RCM FILED REVISED 9-2O.XlS 
Sch-C-3 (FFI ..FR60) 

6.9680% 

35.00% 

SECTION C 
SCHEDULE C-3 

Page 1 of 1 
WITNESS Doherty 

Factor 

1 .000000 

(0.001080) 

0.998920 

(0.069605) 

0.92931 5 

(0.325260) 

0.604055 

1.655478 

TO Sch A-I 



CITIZENS COMMUNICATIONS COMPANY 

NORTHERN ARIZONA GAS DIVISION 

RATE OF RETURN ON FAIR VALUE RATE BASE 
* 

SECTION D 



CITIZENS COMMUNICATIONS COMPANY 
NORTHERN ARIZONA GAS DIVISION 

SUMMARY COST OF CAPITAL 

SECTION D 
SCHEDULE D-I  

Page 1 of 1 
WITNESS Rosen berg 

RATE OF RETURN ON FAIR VALUE RATE BASE REVISED 9-20-02 
AND COST OF CAPITAL ON ORIGINAL COST RATE BASE 

TEST YEAR ENDED DECEMBER 31,2001 
[ I  1 121 [ 3 1  1 4 1  1 5 1  

Total 
Line Capital cost Weighted cost of 

# Description Reference Ratio Rate cost Capital - 

COST OF CAPITAL 

1 EQUITY 

2 LONG-TERM DEBT 

3 TOTAL 

FAIR VALUE RATE OF RETURN 

4 COST OF CAPITAL a 
5 ORIGINAL COST RATE BASE 

6 FAIR VALUE RATE BASE 

7 FAIR VALUE RATE OF RETURN 

0.5000 0.1100 0.0550 

0.5000 0.0670 0.0335 

1 .oooo 0.0885 

L 3, Col [ 5 ] 8.85% 

SCh A-I,  COI [ 2 1, L 1 $ 143,783,596 

SCh A-I,  COI [ 3 1, L 1 $ 161,939,024 

L 4 * L 5 / L 6  7 86% 

NOTES: 
Citizens Communications (and therefore the Company) does not project capital Sturcture or Cost Rates 

Therefore that data is not available. 

Citizens Communications does not have any short-term debt for 1999 through 2002 

NAGD RCM FILED REVISED 9-20.Xls 
Sec D!Sch-D-I (Al..N60) 



CITIZENS COMMUNICATIONS COMPANY 
NORTHERN ARIZONA GAS DIVISION 

CAPITAL STRUCTURE OF CITIZENS COMMUNICATIONS COMPANY e 
SECTION D 
SCHEDULE D-1A 

Page 1 of 1 
WITNESS Mason 

REVISED 9-2042 
TEST YEAR ENDED DECEMBER 31,2001 

Line Capital cost 
- # Description Amount Ratio Rate 

COST OF CAPITAL 

1 COMMON EQUITY 

2 PREFERRED SECURITIES 

3 LONG-TERM DEBT 

4 TOTAL 

$ 1,946,142,000 22.56% 

201,250,000 2.33% 5.2400% [ b l  

6,478,812,000 75.1 1 % 7.6890% [ a 1  

$ 8,626,204,000 100.00% 

[ a ] Long-term Debt as shown on the Balance Sheet of Citizens Communications Company-See Schedule "D-2A" 

Long-Term Debt $ 5,534,906,000 

Long-term Debt due within one year 483,906,000 

Equity Units 460,000,000 

Total $ 6,478,812,000 

[ b ] See Schedule "D-3A" 

NOTES: 
Citizens Communications (and therefore the Company) does not project capital Sturcture or Cost Rates 

Therefore that data is not available. 

Citizens Communications does not have any short-term debt for 1999 through 2002. 

NAGD RCM FILED REVISED 9-20.Xls 
Sec D!Sch-D-IA (A61..N120) 



CITIZENS COMMUNICATIONS COMPANY 
NORTHERN ARIZONA GAS DIVISION e COST OF LONG-TERM AND SHORT-TERM DEBT 

SECTION D 
SCHEDULE D-2 

Page 1 of 1 
WITNESS Rosenberg 

TEST YEAR ENDED DECEMBER 31,2001 REVISED 9-2042 

Line 
- # Description Reference RATE 

1 LONG-TERM DEBT Rate of Return Presentation 6.70% 

2 SHORT-TERM DEBT None used in Recommended Capital Structure 0.00% 

Citizens Communications Company does not have short-term debt as part of its capital structure 

NAGD RCM FILED REVISED 9-20.xl~ 
Sec D!Sch-D-2 (Rl..AAGO) 
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CITIZENS COMMUNICATIONS COMPANY 
NORTHERN ARIZONA GAS DIVISION 

COST OF PREFERRED STOCK 

TEST YEAR ENDED DECEMBER 31,2001 

SECTION D 
SCHEDULE D-3 

Page 1 of 1 
WITNESS Mason 

REVISED 9-20-02 

Line 
# Description Reference RATE - 

1 PREFERRED STOCK None used in Recommended Capital Structure 0.00% 

TO SCh D-I  

See Schedule D-3A for data regarding the Preferred Stock of Citizens Communications Company 

NAGD RCM FILED REVISED 9-2O.XlS 
Sec D!Sch-D-3 (BAI..BJGO) 





CITIZENS COMMUNICATIONS COMPANY 
NORTHERN ARIZONA GAS DIVISION 

COST OF COMMON EQUITY 

SECTION D 
SCHEDULE D-4 

Page 1 of 1 
WITNESS Rosenberg 

TEST YEAR ENDED DECEMBER 31,2001 

[I 1 121 

Line 
# Description Reference RATE - 

1 COMMON EQUITY Cost of Equity Presentation 11.00% 

TO SCh D-I  

NAGD RCM FILED REVISED 9-2O.XlS 
Sec D!Sch-D-4 (BMl..BTGO) 



CITIZENS COMMUNICATIONS COMPANY 

NORTHERN ARIZONA GAS DIVISION 

FINANCIAL STATEMENTS AND STATISTICAL SCHEDULES 

SECTION E 



CITIZENS COMMUNICATIONS COMPANY 
NORTHERN ARIZONA GAS DIVISION 

SECTION E 
SCHEDULE E-1 

Page 1 of 1 
WITNESS Doherty COMPARATIVE BALANCE SHEETS 

TESTYEAR ENDED DECEMBER 31,2001 
REVISED 9-20-02 

[ 1 1  [ 2 1  1 3 1  [ 4 1  

Line December 31, 
# Description Reference 2001 2000 1999 - 

ASSETS 
PROPFRTY PI ANT & EQUIPMENT 

1 Property Plant and Equipment 
2 Construction Work in Progress 
3 Plant Acquisition Adjustment 
4 Acquisition Adjustment--Transwestern 
5 Less: Accumulated Depreciation 

6 Net Utildy Plant in Service Sum (L 1 to L 5)  

CURRENT A SSETS 
7 Cash and Working Funds 

8 
9 Customer Accounts Receivable 
10 Other Accounts Receivable 
11 Accounts Receivable -Associated Companies 
12 Materials and Supplies 

13 

Notes Receivable - Associated Companies 

Miscellaneous Current and Accrued Assets 
14 Total Current Assets Sum (L 7 to L 13 

$ 160,158,876 
8,418.752 

21,316,577 

$ 219,020.755 $ 185,859,363 
2.045,445 11,253,499 

21,316,577 21,316,577 

(48,660,185) (41,693,917) (35,983,018) 

193,722,592 176.735,522 153,911,187 

157,004 764,516 

90,546,603 
i3,97a,325 10,860,207 

(1 55,284) 

90,652,259 
7,896,292 

912,631 897.932 1,004,953 

146,197 98,768 
15,179,458 103,275,047 

(1 05,959) 
99,199,939 

OTHFRASSETS 
15 Clearing Accounts 
16 Miscellaneous Deferred Debits 
17 Other Assets 

18 TOTAL ASSETS Surn(L15toL17+L6+L14) 

a 
6,758 6,758 

37,779,941 14,821.384 
420,739 433,220 

6,758 
4,675,930 
1,530,868 

$ 247,109,488 $ 295,271,931 $ 259,324,682 

m* !TIES AND SHARFHOLDFRS EQUITY 
SHARt . JLDERS EQUITY 

19 Unappropriated Earned Surplus 
20 Propriety Capital 
21 Total Equity 

s 2,594,598 $ 18,304,696 $ 20,436,056 

L19+L20 20,436,056 2,594,598 18,304,696 

CURRENT LIABILITIES 
22 Accounts Payable 
23 Accounts Payable Associated Companies 
24 Customers' Deposits 
25 Taxes Accrued 
26 
27 Tax Collections Payable 
28 
29 Total Current Liabilities 

Interest and Other Accrued Liabilities 

Other Current and Accrued Liabilities 

12,456,164 21 -838.436 
207,068.399 35,488,532 

1,817,445 1,829,373 
3,242,348 3,119,679 

119,588 123,656 
(24,321) 32,202 

6,181,093 
16,349,250 

1,823,372 
91 1,084 
144,537 

(461,788) 
6,295,530 5,142 

231,031,676 62,380.497 
2,342,875 

27,290,423 Sum (L 22 to L 28) 

L30+L31+L32 

DEFERRED CREDITS 
30 Deferred Credits 
31 Unamortized Investment Tax Credit 

32 Accumulated Deferred Income Taxes 
33 Total Deferred Credits 

70,325 70,325 104.431 

7,552.437 
7,656,868 

5.826,346 

244 51 4 ago 

5,822.822 
5,893,147 

3,492,622 
3,562,947 

34 Customer Advances For Construction 
35 Contributions in Aid of Construction 
36 Miscellaneous Operating Reserves 

5,754,844 

202,938,747 

5,096,509 

202,930,747 

37 Other Liabilities 
Total Liabilities 0 38 

276,967.235 

$ 295,271,931 

238,888,626 

$ 259,324,682 39 TOTAL LIABILITIES AND SHAREHOLD L 21 + L 38 $ 247,109,488 

NAGD RCM FILED REVISED 9-2O.xk 
Sec E!Sch_E-l (A1 ..L70) 



Line 
# 

1 

2 

3 

4 

5 

6 

7 

NOTE: 

CITIZENS COMMUNICATIONS COMPANY 
NORTHERN ARIZONA GAS DIVISION 

COMPARATIVE INCOME STATEMENTS 

SECTION E 
SCHEDULE E-2 

Page 1 of 1 
WITNESS Doherty 

REVISED 9-20-02 TEST YEAR ENDED DECEMBER 31,2001 

December 31, 
Description Reference 2001 2000 1999 

Revenue 

Operating Revenue Deductions 

Operating Income (Loss) 

Allowance for Funds Used During Construction 

Other Income 

Subtotal Other Income 

Net Income 

$ 68,968,348 $ 54,780,231 $ 49,367,111 

70,048,453 54,193,729 43,093,212 

L I - L 2  (1,080,105) 586,502 6,27 3,899 

1,361,951 422,000 

1,635,974 (994,397) (4,128,437) 

L 4 + L 5  2,997,925 (572,397) (4,128,437) 

L 3 + L 6  $ 1,917,820 $ 14,105 $ 2,145,462 

TO SCh A-2 TO Sch A-2 TO SCh A-2 

INFORMATION FOR PREFERRED DIVIDENDS, COMMON STOCK AND EARNINGS PER SHARE OF COMMON STOCK 
ARE NOT AVAllABLE FOR THE NAGD AND SCGD SINCE THEY ARE DIVISIONS AND HAVE NO COMMON STOCK OR 
PERFERRED STOCK. 

NAGD RCM FILED REVISED 9-20.xls 
Sec E!Sch-E-2 (Ol..Z60) 



CITIZENS COMMUNICATIONS COMPANY SECTION E 
NORTHERN ARIZONA GAS DIVISION SCHEDULE E-3 

Page 1 of  1 
COMPARATIVE STATEMENT OF CHANGES IN FINANCIAL POSITION WITNESS Doherty 

TESTYEAR ENDED DECEMBER 31,2001 REVISED 9-20-02 

[ 2  1 [ 3 1  [ 4 1  [ I  1 

Reference 
December 31, 

2001 2000 1999 
Line 

# Description - 
SOURCEOFFUNDS 

From ODerations: 
1 Netlncome 
2 
3 Griffth Earnings 
4 Other Income (Expense) Items 
5 Sub-Total 

Allovance for Funds Used During Construction 
$ 14,105 $ 2,145,462 

(422,000) 
$ 1,917,820 

(1,361,951) 
200,000 

$ 755,869 Sum ( L 1 to L 4 )  

L 5 + L 6  

$ (407,895) $ 2,145,462 

6 Depreciabon 6,601,560 5,469,709 7.575,647 

8,331,516 7 Total From Operations 6,193,665 7,615,171 

r S o u r s  
Increase in Customer Advances and ClAC 
Increase in Regulatory Liabilities 
Increase in Accumulated Deferred Income Taxes 

Increase in Accounts Payable Assockted Companies 
Decrease in note Receivable Associated Companies 

8 
9 
10 

11 
12 
13 
14 
15 

71,502 
34,106 

1,729,615 

171.5179~867 
90,546,603 

658,335 (327,225) 
70.325 

2,330,200 2,142 
19,139,282 (17,889,315) 

105,656 (160,922,453) 

b l  [ b l  [ b l  

b l  [ b l  [ b l  
b l  [ b l  [ b l  

b l  15,950,792 [ b ] 3,441,721 [ b ] 
Increase in Miscellaneous Operating Reserves 
Increase in Current 8 Accrued Liabilitles 
Decrease in Current Assets 
Decrease in Other Assets 

18 Total From Other Sources Sum (L8 to L 17) 

L7+L18 

263.961.693 38,184,265 (175,624,805) 

19 TOTAL FUNDS PROVIDED $ 272,293,209 $ 44,377,930 $ (168,009,634) 

APPLICATION OF FUNDS 

$ 23,953,338 $ 28,535,234 $ 24,607,411 
609,379 [ c ]  890,661 [ c ]  754,236 [ c ]  

2,451,014 [ b ]  4,180,764 [ b ] 2,988,119 [ b ] 
22,946,076 [ b ] 9,047,806 [ b ] 6,577,885 [ b ] 

20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

31 

Construction Expenditures (Including M P )  
"Retirements" Decreasing PIS at end of year 
Increase in Current Assets 
increase in Other Assets 

202,938,747 [ b ] 
2,928,688 [ b ] 

[ b l  

- [ b ] (202,938,747) [ b ] 
[ b l  [ b l  
[ b l  [ b l  

Decrease in Mix  Operabng Reserves 
Decrease in Current and Accrued Liabillties 
Decrease in Regulatory Liabilities 
Decrease in Accumulated Deferred Income Taxes 
Decrease in Accounts Payable Associated Companies 
Increase in note Receivable Associated Companies 

$ 16,465,967 [ a  ] $ 1,723,465 [ a  ] $ 1,462 [ a ]  Funds Distributed For Year 

32 Sum (L 20 to L 31) 

LS 

TOTAL FUNDS APPLIED $ 272,293,209 $ 44,377,930 $ (168,009,634) 

[ a 1  
33 
34 

$ 755,869 $ (407,895) $ 2,145,462 Funds Provded to Unappropriated Earned Surplus 
Decrease in Unappropriated Earned Surplus 
Total Distributed for Year 

1 5,7 10,098 2,131,360 (2,144,000) 
$ 16,465,967 $ 1,723,465 $ 1,462 

TO Sch A-5 TO Sch A-5 TO Sch A-5 Excludes Changes Intercompany Assets or Liabillties which are shown separately 
Retirements are included in change in Phnt balances as a reduaon, therefore need to be added to get total for Construction Expendtures 

NAGD RCM FILED REVISED 9-2O.XlS 
Sec E!Sch-E-3 (AD1 ..A070) 



Line 
# 

1 

2 

3 
4 

5 

e 6  
7 

8 

9 

CITIZENS COMMUNICATIONS COMPANY 
NORTHERN ARIZONA GAS DIVISION 

COMPARATIVE CHANGES IN COMMON EQUITY 

SECTION E 
SCHEDULE E-4 

Page 1 of 1 
WITNESS Doherty 

TEST YEAR ENDED DECEMBER 31,2001 
REVISED 9-2042 

[ 3 1  1 4  1 

Description Reference 2001 2000 1999 

Beginning Balance 

Add: Net Income 

Adjustment to Income Statement 
-Griffith Net Income 

-Adjustment to Natural Account 

--Miscellaneous 

Sub-Total 

Less: Transfer to Parent 

Ending Balance 

$ 18,304,696 $ 20,436,056 $ 18,292,056 

1,917,820 14,105 2,145,462 

709,106 - 

(7,224) 

(25,104) (1,465) (1,462) 

20,899,294 20,448,696 20,436,056 

(18,304,696) (2,144,000) 

$ 2,594,598 $ 18,304,696 $ 20,436,056 

NOTE: 
The NAGD and SCGD are operating divisions of Citizens Communicaitons and therefore do not issue debt o 

common or preferred stock. Therefore there are no dividends or other elements related elements. 

NAGD RCM FILED REVISED 9-20.xl~ 
Sec E!Sch-E-4 (ARI..BCGO) 



CITIZENS COMMUNICATIONS COMPANY SECTION E 
NORTHERN ARIZONA GAS DIVISION SCHEDULE E-5 

Page 1 of 1 
DETAIL OF UTILITY PLANT FOR TEST YEAR WITNESS Doherty 

TEST YEAR ENDED DECEMBER 31,2001 
REVISED 9-20-02 

11 I [ 2  1 1 3 1  [ 4 1  

Line December 31, 
# Description Reference 2001 2000 1999 - - 
1 Franchises and Consents 
2 Miscellaneous Intangible Plant 
3 TOTAL INTANGIBLE PLANT 

$ 366,375 
241,349 
607,724 

302.00 $ 366,375 $ 366,375 
303.00 242,769 242,575 
L l + L 2  609,144 608,950 

TRANSMlSSlONPLANT 
4 

5 Structures 8 Improvements 
6 Mains 
7 
8 Other Equipment 

9 TOTAL TRANSMISSION PLANT 

Land and Land Rights B Rghts of Way 

Measuring and Regulating Statron Equip 

61,230 

10,243,009 
853,330 

365.1 OD0 71,306 61,230 

366.00 
367.00 13,679,207 10,251,128 
369.00 3,205,651 853,330 
374.00 183,581 

1 7 ~ 1 39,745 11,165,688 Sum L 4 to  L 8 1 1,157,569 - 
10 Land 
11 Structures and Improvements 

12 Mains 
13 
14 
15 Services 
16 Meters 

Measuring and Regulating Station Equip-Gen 
Measuring and Regulating Station Equip-City 

374.10 
375.00 

376.00 
378.00 
379.00 
380.00 
381 .OO 

382.00 
383.00 
384.00 

385.00 

109,139 
2,700 

120,301,535 
1,790,951 
1,955,089 

48,063,817 
8,591,288 
4-1 66,048 
2 I 140,445 

281,342 
861,159 

102,954 
2,700 

106,390,285 
1,649,984 
1,887,990 

39,966,014 
7,142.339 
3,235,191 
1,884,072 

103,429 

826,071 

102,955 
2,700 

87,956,342 
1,375,251 
1,636,073 

37,577,223 
7,098.1 75 
2 -760.893 
1,869,157 

97,393 
810,573 

17 Meter Installations 
18 Regulators * 19 Regulator Installations 
20 Industrial Measurement Equipment 

21 Other Equipment 
22 TOTAL DISTRIBUTION PLANT 

387.W 724,912 632,640 
Sum L 10 to L 21 188,988,425 163,823,669 

613,949 
141,900,684 

GENERALPLANT 
Land and Land Rights 
Structures and Improvements 
Office Furnlture and Equipment 
Office Furnlture and Equipment-Computer 
Offlce Furnlhrre and Equipment-Mechanical 
Transportation Equipment 
Stores Equipment 
Tools, Shop and Garage Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communications Equipment 
Miscellaneous Equipment 
Other Tangible Property 

TOTAL GENERAL PLANT 

23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 

389.00 
390.00 
391 00 

391.10 
391.20 
392.20 
393.w 
394.00 
395.00 
396.00 
397.00 
398.00 

690,392 
4,591.012 

799.262 
5,282,952 
2,613,894 
2,444,608 

113,033 
1,561,936 

539,663 
364.330 
901,026 
270,097 

696.01 0 
4.604,565 

599,500 
5.288.563 

172,234 
1,766,962 

110,266 
1,335,996 

449,388 
297,880 
655,587 
268,499 

696,010 
4,549.227 

574.059 
3,054,691 

33,682 
1,132,093 

78,256 
1,167,641 

325,770 
297,822 
634,055 
268,955 

399.00 100,108 100,108 100,108 
Sum L 23 to L 35 20,272,313 16,345,558 12,912,369 

37 Ls3+9+22+36 227,009,627 191,943,865 166,578,346 TOTAL GAS PLANT IN SERVICE 

38 (6.517.235) LESS Contributions in Aid of Construction (7,988,872) (7,293,790) 

39 NET PLANT IN SERVICE 

Cittzens Aquisltion Adjustment 

L37+L3a 219,020,755 184,650,075 160,061,111 

21,316,577 21,316,577 21,316,577 40 
Addltions of Plant-Manual Due to SAP Conversion 1,209,288 

Accumulated Depreciation (48,660,185) (41,693,917) 
Construction Work in Progress 2.045,445 11,253,499 

TOTAL NET PLANT $ 193,722,592 $ 176,735,522 

97,768 

(35,983,018) 
8,418,752 

$ 153,911,190 44 
NAGD RCM FILED REVISED 9-2O.XlS 
Sec E!Sch-E-5 (BF1 ..BQ60) 



CITIZENS COMMUNICATIONS COMPANY SECTION E 

DETAIL OF ACCUMULATED DEPRECIATION FOR TEST YEAR Page 1 of 1 
NORTHERN ARIZONA GAS DIVISION SCHEDULE E-SA 

WITNESS Doherty 
TEST YEAR ENDED DECEMBER 31,2001 

REVISED 9-20-02 
[ I  I 121 131 141 

Line December 31, 
- # Description Reference 2001 2000 1999 - 

1 Franchises and Consents 302.00 $ 136,961 $ 122,306 $ 107,651 
2 Miscellaneous Intangible Plant 303.00 151,955 144,370 138,140 

245,791 3 TOTAL INTANGIBLE PLANT L I + L 2  288,916 266,676 - 
4 Land and Land Rights & Rights of Wa 365.10120 (5) 
5 Structures & Improvements 366.00 
6 Mains 367.00 2,348,637 1,978,950 1,714,165 
7 Measuring and Regulating Station Eq 369.00 350,649 242,718 21 4,388 
8 Other Equipment 374 00 7,910 
9 TOTAL TRANSMISSION PLANT Sum L 4tO L 8 2,707,191 2,221,668 1,928,553 - 
10 Land 374 10 
11 Structures and Improvements 375 00 
12 Mains 376 00 

13 Measuring and Regulating Station Eq 378 00 
14 Measuring and Regulating Station Eq 379 00 
15 Services 380 00 

16 Meters 381 00 
17 Meter Installations 382 00 
18 Regulators 383 00 
19 Regulator Installations 384 00 
20 Industrial Measurement Equipment 385 00 
21 Other Equipment 387 00 
22 TOTAL DISTRIBUTION PLANT Sum L 10 to L 21 

v 
23 Land and Land Rights 
24 Structures and Improvements 
25 Office Furniture and Equipment 
26 Office Furniture and Equipment-Mech 
27 Office Furniture and Equipment-Comp 
28 Transportation Equipment 
29 Stores Equipment 
30 
31 Laboratory Equipment 
32 Power Operated Equipment 
33 Communications Equipment 
34 Miscellaneous Equipment 

Tools, Shop and Garage Equipment 

389.00 
390.00 
391.00 
391.10 
391.20 
392.20 
393.00 
394.00 
395.00 
396.00 
397.00 
398.00 

91 1 
19,976,528 

661,510 
731,339 

13,000,926 
3,413,182 

388,943 
1,224,531 

11,423 
548,744 

821 
17,623,073 

582,124 
631,214 

11,204,387 
3,190,565 

283,958 
1 ,I 50,774 

8,072 
517,345 

173,156 148,372 
40,131 ,I 93 35,340,705 

710,890 
163,817 
70,161 

3,789,240 
1,205,046 

26,470 
537,143 
97,425 

297,027 
140,055 
51,213 

621,954 
125,200 
10,697 

2,777,989 
741 ,51 2 
23,966 

479,906 
68,383 

233,827 
106,040 
36,708 

35 Other Tangible Property 399 00 21,313 15,876 
36 TOTAL GENERAL PLANT Sum L 23 to L 35 7,109,800 5,242,058 

730 
15,577,252 

512,539 
537,246 

9,691,461 
3,037,454 

199,959 
1,088,858 

4,274 
485,894 
133,236 

31,268,903 

499,403 
1 18,467 

8,676 
1,831,840 

481,677 
21,990 

41 2,648 
54,070 

200,022 
74,057 
23,401 
10,441 

3,736,692 

37 TOTAL GAS PLANT IN SERVICE Ls 3+9+22+36 50,237,100 43,071,107 37,179,939 

38 LESS: Contributions in Aid of Construction (1,576,915) (1,377,190) (1,196,921) 

39 NET PLANT IN SERVICE L37+L38 48,660,185 41,693,917 35,983,018 

40 Citizens Acquisition Adjustment 
41 Citizens Acquisition Adjustment-Transwestern 
42 Accumulated Depreciation 
43 Construction Work in Progress 

44 TOTAL NET PLANT $ 48,660,185 $ 41,693,917 $ 35,983,018 

Sec E!Sch-E-5A (BFI ..BQ60) 
NAGD RCM FILED REVISED 9-2O.XlS 



CITIZENS COMMUNICATIONS COMPANY SECTION E 
NORTHERN ARIZONA GAS DlVlStON SCHEDULE E-6 

Page 1 of 1 
COMPARATIVE DEPARTMENTAL OPERATING INCOME STATEMENTS WITNESS Doherty 

TEST YEAR ENDED DECEMBER 31,2001 REVISED 9-20-02 

Line December 31, 
# Descnotion Reference 2001 2000 1999 

REVENUE 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 

11 

e 
15 
16 
17 
18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

Residential 

Commercial 

Industrial 
Irrigation 

Public Authority 
Other Revenue 
Transportation 
PGA Revenues 

TOT L REVEr JE 

OPFRATING RFVFNUF DFnUCTlONS 

Operating and Maintenance Expenses 
--Purchased Gas and Production 
--Other Purchase and Production Casts 
--Transmission and Distribution 

--Transmission and Distribution 
--Customer Accounting and Collecting 
--Sales Promotion 
--Administrative and General 

--Other Items 

TOTALO&MEXPENSES 

Depreciation and Amortization 

Taxes -- Other Than Income 

Taxes on Income 

TOTAL OPERATING REVENUE DEDUCTIONS 

OPERATING INCOME (LOSS) 

Other Income (Expense) 

income Taxes on Other income (Expense) 

Interest Expenses 

NET INCOME (LOSS) 

NAGD RCM FILED REVISED 9-20.xl~ 
Sec E!Sch-E-6 (BTI..CE60) 

$ 44,822,444 
16,887,509 
1,773,689 

103,015 
3,332,962 

823,209 
1,225,520 

68,968,348 

42,618,602 
728,056 
112,736 

4,539,463 
5,206,758 

15,032 
6,229,305 

$ 36,150,541 
13,103,891 
1,054,642 

133,892 
2,572,649 

302,932 
1,461,684 

54,780,231 

28,420,557 

97,072 
5,117,621 
2,958,226 

15,186 
5,825,175 

48.522 

$ 33,002,582 
1 1,321,915 

752,05 1 
44,934 

2,243,916 
540,911 

1,460,802 

49,367,111 

20,430,903 

144,823 
3,852,585 
2,169,329 

401,551 
6,976,583 

259,964 

59,449,952 

7,575,647 

3 I 022,854 

42,482,359 

6,601,560 

5,109,810 

34,235,738 

5,469,709 

3,387,765 

70,048,453 

(1,080,105) 

5,109,572 

(2,002,600) 

(1 09,047) 

$ 1,917,820 

TO Sch E-2 

54,193,729 

586,502 

(322,000) 

(165,629) 

(84,768) 

$ 14,105 

TO Sch E-2 

43,093,212 

6,273,899 

2,154,398 

(6,244,854) 

(37,981) 

$ 2,145,462 

TO Sch E-2 



CITIZENS COMMUNICATIONS COMPANY SECTION E 
NORTHERN ARIZONA GAS DIVISION SCHEDULE E-6A 

Page 1 of 2 
COMPARATIVE OPERATING INCOME STATEMENTS---BY FERC ACCOUNT WITNESS Doherty 

TEST YEAR ENDED DECEMBER 31,2001 REVISED 9-20-02 

131  [ 4 1  

Line December 31, 
# Description Reference 200 1 - 2000 1999 

REVENUE 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 

Residential 

Commercial 
Industrial 
Irrigation 

Public Authority 
Forfeited Discounts 

Misc. Service Revenues 
Other Revenue 
Transportation 
PGA Revenues 

Other 
TOTAL REVENUE 

$ 36,150,541 
13,103,891 
1,054,642 

133,892 
2,572,649 

$ 33,002,582 
1 1,321,915 

752,05 1 
44,934 

2,243,916 

480 $ 44,822,444 
401 16,887,509 

1,773,689 
402 103,015 
407 3,332,962 

286,045 
541,428 

(4,264) 
1,225,520 

$ 68,968,348 

302,932 
1,461,684 

540,911 
1,460,802 

$ 54,780,231 $ 49,367,111 

PRODUCTlON 
13 Steam Expenses & Other 
14 
15 

Natural Gas City Gate Purchases 
Other Purchase and Production Casts 

Total Production 

53 
28,415,913 

4,591 
28,420,557 

56 
20,429,390 

1,457 
20,430,903 

520, Other 
004,806 42,618,602 
007, 013 728,056 

43,346,658 

TRA" 
17 Measuring & Regulating Station 
18 Other Expenses 

19 Mains Expense 
20 Measuring &Regulating Station 
21 Maintenance of Station Equipment 
22 Maintenance of Other Equipment 
23 Operation Supervision and Engineering 

24 Load Dispatching, No Description 
25 Total Transmission 

020 
024, 630, 032 
041, 056 

057,059,063 
064 
067 
070 

071, 072 

2,097 
478 

17,476 
6,259 

355 
476 

83,541 
2,054 

112,736 

292 
945 

26,303 
3,653 

50 
538 

52,510 
12,781 
97,072 

95 
1 1,583 
34,308 
5,572 

1 62 
488 

64,599 
28,016 

144,823 

DlSTRlBUTlON 
Mains & Servicing Expense 
MeasuringlRqulating Station Expense 
MeasuringlRegulating Station Expense 

Measuring/Regulating Station Expense 
Meter Expense 
Customer Installation Expense 
Other Expenses 

Rents 
Other 

26 
27 
28 
29 
30 
31 
32 
33 

074 
075 
876 
077 
070 
079 
080 
001 

967,297 
129,390 
107,523 
20,985 

774,397 
664,220 
537,764 
57,184 

996,826 
132,824 
113,039 
15,338 

805,516 
628,751 
669,881 
35,378 

874,971 
95,529 

110,619 
10,329 

650,045 
558,541 
483,870 
23,804 

798 

NAGD RCM FILED REVISED 9-20.xl~ 
Sec E!Sch-E-GA-PI (BT61 ..CE120) 

0 



CITIZENS COMMUNICATIONS COMPANY SECTION E 
NORTHERN ARIZONA GAS DIVISION SCHEDULE E-6A 

Page 2 of 2 
COMPARATIVE OPERATING INCOME STATEMENTS---BY FERC ACCOUNT WITNESS Doherty 

TEST YEAR ENDED DECEMBER 31,2001 REVISED 9-20-02 

Line 
# Description - 

w 
34 Maintenance Supervision 8 Engineering 

35 Maintenance of Structures 
36 Maintenance of Mains 

37 Maintenance Measuring/Regulating 

38 Maintenance Measuring/Regulating 
39 Maintenance Measuring/Regulating 

40 Maintenance of Services 
41 Maintenance of Meter 
42 Maintenance of Other Equipment 
43 Total Distribution 

CUSTOMFR ACCOUNTING & COLI FCTION 
44 Supervision Customer Accounting 
45 Meter Reading Expense 
46 Customer Records 8 Collecting 
47 Uncollectible Accounts 
48 Miscellaneous Customer Accounts Expense 
49 Customer service and Information 
50 Supervision - Customer Service 
51 Customer Assistance Expense 
52 Information 8 Instructional Advertising 

53 
54 

Miscellaneous customer Service 8 Info 
Total Customer Accounting 8 Collection 

SALES 
55 Demonstration 8 Selling 
56 Ahrertising Expense 
57 Total Sales 

AnMlNlSTRATlVF & GFNFRAl 
58 Administrative 8 General Salaries 
59 Ofice supplies & Expense 
60 Outside Services Employed 

61 Property Insurance 
62 Injuries 8 Damages 

63 Employee PensiorVBenefits 
64 Regulatory Commission Expense 
65 General Expense 

66 Rents- A B G  
67 Maintenance of General Plant 
68 Total A 8 G 

68A Miscellaneous-Not Distributed 
69 TOTAL OPERATING EXPENSES 

NAGD RCM FILED REVISED 9-20.xls 
Sec E!Sch-E-6A-P2 (BT121 ..CEI 80) e 

11 1 

Reference 

885 

886 
887 

889 
893 
891 
892 
893 
894 

901 
902 
903 
904 

905 
906 
907 
908 
909 
910 

912 
913 

920 
921 
923 
924 
925 
926 
928 
930 
931 
932 

I 2 1  [ 3 1  [ 4  1 

December 31, 
2001 2000 1999 

73,164 
759 

572,872 
44,165 

1,581 
4,837 

312,990 
210,769 
59,566 

4,539,463 

55,299 
2,372 

649,952 
40,933 

1,532 
6,537 

363,503 
248,792 
351,148 

5.1 17,621 

55,351 

324,064 
30,773 
6,476 

14,566 
348,168 
147,346 
117,335 

3,852,585 

60,504 
501,093 

3,857,569 
614,281 
45,191 

14,167 
16,750 
83,120 
14,083 

5.206.758 

91,305 
492,715 

2,077,049 
182,638 
50,490 
15,893 
4,249 

18,915 
24,972 

2.958.226 

99,585 
402,289 

1,709,040 
(202,342) 

43,842 
6,168 
6,231 

97,900 
6,616 

2.169.329 

12,912 
2.120 _, 

15,032 

1,074,479 
838,902 
580,558 
97,435 

216,963 
1,670,765 

19,491 
1,371,982 

135,835 
222,895 

6,229,305 

$ 59,449,952 

7,187 
7,999 

15,186 

346,670 
54,881 

401,551 

1,393,418 
668,914 

1,445,675 
75,140 

171,731 
1,247,305 

20,027 
352,986 
21 1,225 
238,754 

5,825,175 
48,522 

$ 42,482,359 

1,397,339 
473,584 

1,522,271 
14,169 

167,537 
1,170,348 

91,910 
1,926,168 

42,172 
171,085 

6,976,583 
259,964 

$ 34,235,738 



CITIZENS COM MU NI CATIONS COMPANY SECTION E 
NORTHERN ARIZONA GAS DIVISION SCHEDULE E-6B 

Page 1 of 2 
C OM PAR AT IVE 0 PE RAT1 N G INCOME STATE M ENTS---ELI M I N ATE G R I F FIT H WI TN ES S Doherty 

TEST YEAR ENDED DECEMBER 31,2001 

Line December 31,2001 
- # Description Reference TOTAL GRlFFlTH W/O Griffith 

[ 2 1 - [ 3 1  
REVENUE 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 

Residential 

Commercial 
Industrial 
Irrigation 

Public Authority 
Forfeited Discounts 

Misc Service Revenues 
Other Revenue 
Transportation 
PGA Revenues 

Other 
TOTAL REVENUE 

480 $ 44,822,444 
481 16,887,509 

1,773,689 
482 103,015 
487 3,332,962 

541,428 
(4,264) 

286,045 

I ,946,480 720,960 

720,960 $ 69,689,308 $ 

$ 44,822,444 
16,887,509 
1,773,689 

103,015 
3,332,962 

286,045 
541,428 

(4,264) 
1,225,520 

$ 68,968,348 

PRODUCTlON 
13 Steam Expenses 
14 Natural Gas Citv Gate Purchases 
15 Purchased Gas Expenses 

Total Production 

17 
18 
19 
20 
21 
22 
23 
24 
25 

TRA" 
Measuring & Regulating Station 
Other Expenses 
Mains Expense 

Measuring & Regulating Station 
Maintenance of Station Equipment 
Maintenance of Other Equipment 
Operation Supervision and Engineering 
Load Dispatching 

Total Transmission 

26 
27 
28 
29 
30 
31 
32 
33 

DlSTRlBUTlON 
Mains &Servicing Expense 
MeasuringlRegulating Station Expense 

MeasuringlRegulating Station Expense 
MeasuringlRegulating Station Expense 
Meter Expense 
Customer Installation Expense 
Other Expenses 

Rents 

NAGD RCM FILED REVISED 9-2O.xls 
Sec E!Sch-E-GB-PI (BT181 ..CE240) 

520 
804 42,618,602 
807 728,056 

43.346.658 . . -  

820 
824 
856 
857 
864 
867 
870 
87 1 

874 
875 
876 
877 
878 

879 
880 

881 

2,097 

17,476 
6,259 

355 
476 

83,541 

478 

2,054 
1 12.736 

2,097 
478 

17,476 
6,259 

355 
476 

83,541 
2,054 

112.736 

987,371 20,074 
129,513 1 23 
110,592 3,069 
32,965 11,980 

774,420 23 
664,284 64 
538,517 753 
57.1 84 

967,297 
129,390 
107,523 
20,985 

774 I 397 
664,220 
537,764 
57,184 



CITIZENS COMMUNICATIONS COMPANY SECTION E 
NORTHERN ARIZONA GAS DIVISION SCHEDULE E-6B 

Page 2 of 2 
Doherty COMPARATIVE OPERATING INCOME STATEMENTS---ELIMINATE GRlFFlTH WITNESS 

TEST YEAR ENDED DECEMBER 31,2001 

Line 
- # Description 

PlSTRlRUTlON (ContwedI 
34 Maintenance Supervision & Engineering 

35 Maintenance of Structures 
36 Maintenance of Mains 

37 Maintenance MeasuringlRegulating 
38 Maintenance MeasuringlRegulating 
39 Maintenance MeasuringlRegulating 

40 Maintenance of Services 
41 Maintenance of Meter 

42 Maintenance of Other Equipment 
43 Total Distribution 

44 Supervision Customer Accounting 
45 Meter Reading Expense 
46 Customer Records & Collecting 
47 Uncollectible Accounts 
48 Miscellaneous Customer Accounts Expense 
49 Customer service and Information 

50 Supervision - Customer Service 
51 Customer Assistance Expense 
52 Information & Instructional Advertising 
53 

CUSTOMFR ACCOUNTING & COI I FCTION 

Miscellaneous Customer Service & Info 
Total Customer Accounting & Collection 

SALES 
@ 54 

55 Demonstration 8 Selling 
56 Advertising Expense 
57 Total Sales 

58 Administrative & General Salaries 
59 Office supplies & Expense 
60 Outside Services Employed 
61 Property Insurance 

62 Injuries 8 Damages 
63 Employee PensionlBenefits 
64 Regulatory Commission Expense 
65 General Expense 
66 Rents-A&G 
67 Maintenance of General Plant 
68 Total A & G 

AnMlNlSTRATlVF GFNFRAL 

69 TOTAL OPERATING EXPENSES 

70 Depreciation Expense 

71 Taxes --Other Than Income 

NAGD RCM FILED REVISED 9-20.xl~ 

[ I  1 

Reference 

885 
886 
887 
809 
893 
891 
892 
893 
894 

901 
902 
903 
904 
905 
906 
907 
908 
909 
910 

912 
913 

920 
921 
923 
924 
925 
926 
928 
930 
931 
932 

[ 2 1  [ 3 1  141 

December 31, 2001 
TOTAL GRlFFlTH WIO Griffith 

[ 2 1 - [ 3 1  

73,185 
759 

573,720 
44,165 

1,581 
4,837 

312,990 
210,769 
59,566 

4,576,418 

60,504 
501,093 

3,857,881 
614,281 
45,191 

14,167 
16,750 
83,120 
14,083 

5,207,070 

12,912 
2.120 

I - 

15,032 

1,087,357 
840,567 
580,558 
97,435 

217,114 
1,671,632 

19,491 
1,372,893 

135,835 
222,895 

6,245,777 

$ 59,503,691 

$ 7,756,939 

$ 3,023,315 

21 

848 

36,955 

31 2 

312 

12,878 
1.665 

151 
867 

91 1 

16,472 

$ 53,739 

$ 181,292 

$ 461 

73,164 
759 

572,872 
44,165 

1,581 
4,837 

312,990 
210,769 
59,566 

4,539,463 

60,504 
501,093 

3,857,569 
6 14,28 1 
45,191 

14,167 
16,750 
83,120 
14,083 

5,206,758 

12,912 
2,120 

15,032 

1,074,479 
838,902 
580,558 
97,435 

216,963 
1,670,765 

19,491 
1,371,982 

135,835 
222,895 

6,229,305 

$ 59,449,952 

$ 7,575,647 

$ 3,022,854 

Sec E!Sch-E-6B-P2 (BT241 ..CE300) e 



CITIZENS COMMUNICATIONS COMPANY 
NORTHERN ARIZONA GAS DIVISION 

OPERATING STATISTICS 

TEST YEAR ENDED DECEMBER 31,2001 

Line 
# DescriDtion 

YFAR F,NDED DECFMBER 31.2001 

1 Residential 
2 Commercial 
3 Industrial 
4 Irrigation 
5 Public Authority 

YEAR ENDED DF CEMBE R 31.2000 

6 Residential 
7 Commercial 
8 Industrial 
9 Irrigation 
10 Public Authority 

YEAR ENDED DECEMBER 31.1999 

11 Residential 
12 Commercial 
13 Industrial 
14 Irrigation 
15 Public Authority 

11 1 

Therms 
Sold 

121 

Average 
Number of 
Customers 

6,234,417 
2,824,041 

397,663 
19,934 

606,471 

5,944,407 
2,767,186 

299,797 
15,789 

582,875 

5,527,658 
2,742,222 

247,038 
12,206 

571,024 

102,947 
9,286 

25 
8 

86 1 

95,760 
9,072 

23 
8 

831 

90,090 
8,884 

23 
9 

822 

SECTION E 
SCHEDULE E-7 

Page 1 of 1 
WITNESS Doherty 

REVISED 9-20-02 

131  

Average 
Annual 

Therms Per 
Customer 
11 1 / 1 2 ]  

60.56 
304.12 

15,906.52 
2,491.75 

704.38 

62.08 
305.02 

13,034.65 
1,973.63 

701.41 

61.36 
308.67 

10,740.78 
1,356.22 

694.68 

141  

Average 
Annual 

Revenue Per 
Customer 

Sch E - 6 / [ 2 ]  

$ 435 
$ 1,819 
$ 70,948 
$ 12,877 
$ 3,871 

$ 378 
$ 1,444 
$ 45,854 
$ 16,737 
$ 3,096 

$ 366 
$ 1,274 
$ 32,698 
$ 4,993 
$ 2,730 

OTE: All financial statements and statistical schedules exclude revenue and expenses associated with Merch 

NAGD RCM FILED REVISED 9-2O.XlS 
Sec E!Sch-E-7 (CHl..CS60) 



CITIZENS COMMUNICATIONS COMPANY SECTION E 
NORTHERN ARIZONA GAS DIVISION SCHEDULE E-8 

Page 1 of 1 
TAXES CHARGED TO OPERATIONS WITNESS Doherty 

TEST YEAR ENDED DECEMBER 31,2001 REVISED 9-20-02 

Line December 31, 
# Description 2001 2000 1999 

FEDE RAL AND STATE INCOME TAXES 

1 Federal 
2 State 
3 
4 
5 Amortization of ITC 

Provision for ADIT - Federal 
Provision for ADIT - State 

6 TOTAL INCOME TAXES 

7 e :  10 

11 
12 
13 

14 

NOTE: 

OTHER TAXES 

Payroll Taxes 
Property Taxes 
Regulatory Assessments 
Sales 
Franchise and License 
Gross Receipts and Franchise 
Other 

TOTAL OTHER TAXES 

$ 1,582,200 $ 131,341 $ 4,849,607 
420,400 34,288 1,395,246 

- 

$ 2,002,600 $ 165,629 $ 6,244,853 

$ 535,412 $ 473,100 $ 1,209,439 
3,755,063 3,695,739 1,735,504 

832,048 410,965 
- 

(1,277,000) - 
- 

9,379 108,925 31,857 

$ 3,022,854 $ 5,109,812 $ 3,387,765 

Sales and Franchise & License Taxes are not recorded in Revenue or in Taxes-Other Than Income. 
Therefore, no adjustment has been made to eliminate those taxes from Operating Revenue. 
Sales and Franchise 8, License Taxes are shown here to allow for inclusion in the Working Capital Calculation 

All financial statements and statistical schedules exclude revenue and expenses associated with Merchandisi 

NAGD RCM FILED REVISED 9-20.Xls 
Sec E!Sch-E-8 (CVI..DGGO) 



CITIZENS COMMUNICATIONS COMPANY 
NORTHERN ARIZONA GAS DIVISION 

NOTES TO FINANCIAL STATEMENTS 

SECTION E 
SCHEDULE E-9 

Page 1 of 1 
WITNESS Doherty 

TEST YEAR ENDED DECEMBER 31,2001 

Rate or 
Amount 

[ a ] The Company is on the accrual accounting method as prescribed by the Uniform System of Accounts. 

[ b ] The Company uses the straight line method for calculating depreciation expense using the depreciation rate 

This method produces a composite depreciation rate of approximately 
approved in Decision No. 58664 

3.49% 

[ c ] The Company uses the Normalization Method of computing Income Taxes. 

[ d ] Rates used to charge Allowance for Funds Used During Construction for the following years were: 

2001 
2000 
1999 
1998 
1997 
1996 

6.02% 
6.02% 
6.20% 
6.49% 
6.13% 
8.57% 

OTE: The Northern Arizona Gas Division was acquired by Citizens in December 1991. 

OTE: All financial statements and statistical schedules exclude revenue and expenses associated with Merchandi 

NAGD RCM FILED REVISED 9-20.xls 
Sec E!Sch-E-9 (DJI..DUGO) 



CITIZENS COMMUNICATIONS COMPANY 

NORTHERN ARIZONA GAS DIVISION 

PROJECTIONS AND FORECASTS 

SECTION F 



Line 
# - 

1 

2 

3 

4 

5 

6 

7 

8 

CITIZENS COMMUNICATIONS COMPANY 
NORTHERN ARIZONA GAS DIVISION 

PROJECTED FINANCIAL STATEMENTS 
AT PRESENT AND PROPOSED RATES 

TEST YEAR ENDED DECEMBER 31,2001 

SECTION F 
SCHEDULE F-I 

Page 1 of 1 
WITNESS Mason 

REVISED 9-20-02 

Recorded 
Year Ended 

Projected Year Ended December 31,2002 

December 31, Present Proposed 
Description Reference 2001 Rates Rates 

REVENUE 

OPERATING EXPENSES 

OPERATING INCOME (LOSS) 

AFUDC 

OTHER INCOME (EXPENSE) 

NET INCOME 

$ 68,968,348 $ 98,055,000 [ a  $ 118,844,000 [ b ]  

70,048,453 100,601,000 [ a 108,829,000 [ b ] 

L I - L 2  (1,080,105) (2,546,000) 10,015,000 

1,361,951 1,820,000 1,820,000 

1,635,974 878,000 878,000 

$ 1,917,820 $ 152,000 $ 12,713,000 
TO SCh A-2 TO Sch A-2 TO SCh A-2 

Earning Per Share a , .  ./erage Common Stoc.. NIA NIA NIA 

Percent Return on Common Equity N /A NIA NIA 

NOTE; 
INFORMATION FOR PREFERRED DIVIDENDS, COMMON STOCK AND EARNINGS PER SHARE OF COMMON STOCK 
ARE NOT AVAllABLE FOR THE NAGD AND SCGD SINCE THEY ARE DIVISIONS AND HAVE NO COMMON STOCK OR 
PERFERRED STOCK. 

[ b l  
9 
10 

11 

12 

Includes Prior Year's Gas Cost Recovery in the Amount of $ 26,000,000 

SchC-I ,Col [7 ] ,L13 $ 19,798,847 
105% 

Test Year Revenue Increase 
Percent lncrase in Customers for 2002 over 2001 

Increase in Revenues in 2002 L 9 * L I O  $ 20,788,789 $ 20,788,789 

Uncollectible Expense and Income Tax Ratio Sch C-I, Col [ 6 1, (L 17 + L 37) I L 13 

Increase in Uncollectibles and Income Taxes Related to Increase in Revenues ( L 11 L 12 ) 

39.580% 

$ 8,228,203 

NAGD RCM FILED REVISED 9-20.xl~ 
Sec F!Sch-F_l (AI ..L60) 



CITIZENS COMMUNICATIONS COMPANY 
NORTHERN ARIZONA GAS DIVISION 

I 20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

PROJECTED CHANGES IN FINANCIAL POSITION 

TEST YEAR ENDED DECEMBER 31,2001 

I 31 Funds Distnbuted For Year 16,465,967 [ a  ] $ $ 

SECTION F 
SCHEDULE F-2 

Page 1 of 1 
WITNESS Mason 

32 I 

REVISED 9-20-02 

[ 1 1  [ 2 1  [31 141 
Year Ended Projected Year Ended 12-31-02 

Line December 31, Present Proposed 
# Description Reference 2001 Rates Rates - 

SOURCE OF FUND S 
From Operations: 

1 Netlncome 
2 
3 Gnffith Earnings 
4 Other Income (Expense) Items 
5 Sub-Total 

Allowance for Funds Used Dunng Construction 
$ 1,917,820 $ 152,000 $ 12,712,000 

(1,361,951) (1,361,951) (1,361,951) 
200,000 

~ u m ( L l t o L 4 )  $ 755,869 $ (1,209,951) $ 11,350,049 

6 Depreciation 7,575,647 8,490,276 8,490,276 

7 Total From Operations L 5 + L 6  8,331,516 7,280,325 19,840,325 

From Other Sources: 
8 
9 Increase in Regulatory Liabilities 
10 

Increase in Customer Advances and ClAC 

Increase in Accumulated Deferred Income Taxes 
1 1 
12 
13 
14 
15 
16 Decrease in Current Assets 

Increase in Accounts PayaMe Associated Companies 
Decrease in note Receivable Associated Companies 

Increase in Miscellaneous Operating ReSeNeS 
Increase in Current 8 Accrued Liabilities 

17 Decrease in Other Assets * 18 Total From Other Sources 

71,502 
34,106 

1,729,615 
171,579,867 
90,546,603 

- [ b ]  4,674,275 
- [ b l  
- [ b l  
- [ b l  

Sum (L 8 to L 17) 263,961,693 4,674,275 

19 TOTAL FUNDS PROVIDED L7+L18  $ 272,293,209 $ 11,954,600 $ 19,840,325 

APPLICATION OF FUNDS 

Construction Expenditures (Including CWIP) 
"Retirements" Decreasing PIS at end of year 
Increase in Current Assets 
Increase in Other Assets 

Decrease in Misc Operating ReseNes 
Decrease in Current and Accrued Liabilities 
Decrease in Regulatory Liabilities 
Decrease in Accumulated Deferred Income Taxes 
Decrease in Accounts Payable Associated Companies 

Increase in note Receivable Associated Companies 

$ 23,953,338 $ 11,954,600 
609,379 [ c ]  

2,451,014 [ b ] 
22,946,076 [ b ] 

202,938,747 [ b ] 
2,928,688 [ b ]  

- [ b l  

$ 11,954,600 

7,885,725 

TOTAL FUNDS APPLIED Sum (L 20 to L 31) $ 272,293,209 $ 11,954,600 $ 19,840,325 

[ a ] Chanae in Unamropriate Earned Surplus TO Sch A-5 TO SCh A-5 
33 Funds Provided to Unappropriated Earned Surplus L 5 $ 755,869 
34 Decrease in Unappropriated Earned Surplus 15,710,098 
35 Total Distributed for Year $ 16,465,967 

[ b ] 
[ c ] 
NOTE: NAGD and SCGD do not issue debt or equity securities and therefore there are no changes in those categories. 

- 
Excludes Changes Intercompany Assets or Liabilities which are shown separately 
Retirements are included in change in Plant balances as a reduction, therefore need to be added to get total for Construction Expendit 

NAGD RCM FILED REVISED 9-2O.XlS 
Sec F!Sch-F-2 (01 ..Z70) 



Line 
# - 

1 

2 

3 

4 

CITIZENS COMMUNICATIONS COMPANY SECTION F 
NORTHERN ARIZONA GAS DIVISION SCHEDULE F-3 

Page 1 of 1 
PROJECTED CONSTRUCTION REQUIREMENTS WITNESS Mason 

AT PRESENT AND PROPOSED RATES 

TEST YEAR ENDED DECEMBER 31,2001 
REVISED 9-2042 

Year Ended 
December 31, 

Projected Year Ended December 31, 

Description 2001 2002 2003 2004 

INTANGIBLE PLANT 

TRANSMISSION PLANT 

DISTRIBUTION PLANT 

GENERAL PLANT 

TOTAL PLANT 

$ 609,144 $ $ $ 

17,139,745 314,200 1,400,000 

188,988,425 11,331,100 18,000,000 12,oo 000 

20,272,313 309,300 600,000 600,000 

$227,009,627 #MWb#W# #"#M $ 12,600,000 

To A 4  To A 4  

TOTAL 2001 $227,009,627 

Less: ClAC (7,988,872) 

NET CITIZENS' FUNDS $219,020,755 

NAGD RCM FILED REVISED 9-20.xl~ 
Sec F!Sch-F-3 (ACI..ANGO) 



CITIZENS COMMUNICATIONS COMPANY SECTION F 
NORTHERN ARIZONA GAS DIVISION SCHEDULE F-4 

Page 1 of 1 
ASSUMPTIONS USED IN DEVELOPING PROJECTIONS WITNESS Mason 

TEST YEAR ENDED DECEMBER 31,2001 

REVISED 9-20-02 

[ a ] Projections for Operations are based on Testimony of Mr. Gary Smith. 

[ b ] Citizens Communicaitons does not project capital structure or cost rates for components of capital 
and therefore the data is not available. 

NAGD RCM FILED REVISED 9-20.xl~ 
Sec F!Sch-FQ (AQI..BB60) 



CITIZENS COMMUNICATIONS COMPANY 

NORTHERN ARIZONA GAS DIVISION 

COST OF SERVICE STUDY---(See Separate Model) 

SECTION G 



CITIZENS COMMUNICATIONS COMPANY 

NORTHERN ARIZONA GAS DIVISION 

EFFECT OF PROPOSED TARIFF SCHEDULES--(See Separate Model) 

SECTION H 





CITIZENS COMMUNICATIONS COMPANY 
CITIZENS COMBINED AGD 

Control 

fi 

A-3A 

A-3A Pp2 

&J e 
- B-3 

B-4C Pe 1 

B-1 0 

Corrections to “NAGD Rate Case Model 7-13.~1~” 

Replaced with “NAGD RCM FILED Revised 9-20.~1~” 

CHANGES TO RESPOND TO DEFICIENCY EXHIBIT 

Added new lines for new schedules with links - Three Pages 

Replaced Fair Value numbers on Lines 1 and 3 to reflect changes to RCN 
amounts on Schedule B-5C, Page 1. 

Replaced Pro Forma Capital Structure with Capital Structure of Citizens 
Communications Company (“CCC”) for year end 1999 to 2001 and 
projected for 2002. 

NEW Schedule showing the detail for the calculation of the CCC capital 
structure on “A-3”. 

NEW Schedule showing weighted cost for capital structure elements. 

Changes in columns [ 3 ] and [ 5 ] on lines 1 ,2 ,3 ,7  and 16 to show 
impact of changes to RCN amounts on Schedule B - K ,  page 1, Line 1 1. 

Changed Schedule B-4 to B-3. 

Changes in amounts on Lines 1 ,4  and 8 to show impact of changes to 
RCN amounts on Schedule B-4C, page 1, Line 1 1. 

Changed Schedule B-5 to B-4. 

Changes in amount on Line 11, column 2 to show impact of changes to 
RCN amounts on Schedule B-4C, page 1, Line 1 1. 

Changed Schedule B-5C to B-4C. 

Elimination of RCN amount on line 11 because plant removed from 
original cost. 

Changes in amounts on line 1 and 3, columns [ 3 3 and [ 4 3 and line 4 to 
show impact of changes to RCN amounts on Schedule B-5C, page 1, Line 
11. 

D-1A 

9/20/2002 

NEW Schedule showing CCC capital structure at December 3 1,2001. 

1 
C:\Ray MasonKhanges to NAGD Rate Case Model 7 -13 .~1~  9-20.xls.doc 



D-3A 

- E-1 

E-5A 

- E-6 

E-8 

- F-2 

CITIZENS COMMUNICATIONS COMPANY 
CITIZENS COMBINED AGD 

Corrections to “NAGD Rate Case Model 7- 13 .xls” 

Replaced with “NAGD RCM FILED Revised 9-20.~1~” 

REPLACED Schedule D-3 Pane 2 of 2 showing detail for EPPICS 
Preferred Stock. 

Corrected Plant in Service amount on line lfor 1999 to reflect reduction of 
$10,180 not included in plant balance. 

Changed references in column [ 1 3, Lines 33,38 and 39. 

Provided Change in Equity information for 1999 to 2001 

ADDITIONAL CHANGES FROM COMPANY REVIEW 

Added information on Other Income and Expenses for all years. 

Added information for Projected Years 2003 and 2004. 

Updated cash flows from Operations and cash from investing activities. 

Changed cell reference to provide data called for in reference column. 

Removed Griffith from Other Income in 2002 (See E-3) and reflected 
AFUDC separately for each year. 

Show Griffith separate on line 6 ,  remove from “Net Income From 
Operations” on line 1 in 2001 and also show AFUDC separately for each 
year. 

Corrected Accumulated Depreciation amount for 1999. 

Changed references in column [ 1 1, Lines 9,22,36,37 and 39. 

Remove Griffith income from Net Income on line 25, column 2. 

Changed Payroll Tax amount on Line 7 for 2001. 

Changed format for Changes in Financial Position. 

2 9/20/2002 
C:&y Mason\Changes to NAGD Rate Case Model 7-13 .~1~ 9-20.xls.doc 



- F-3 

B-2 

B-4A 

B-4B 

B-4C P P ~  

B-5 

B-5A 

B-5B 

- B-6 

c-2, Pg 1 

C-2D PP 1 

C-2 E 

C-2 F 

c-2  I e 

CITIZENS COMMUNICATIONS COMPANY 
CITIZENS COMBINED AGD 

Corrections to “NAGD Rate Case Model 7- 13 .xls” 

Replaced with “NAGD RCM FILED Revised 9-20.~1~” 

Updated projection of Construction Expenditures for 2003 and 2004. 

TITLE OR REFERENCE CHANGES ONLY 
NO SCHEDULE COPY PROVIDED 

Changed footnote re fer enc es . 

Changed Schedule reference from B-5A to B-4A. 

Changed Schedule reference from B-5B to B-4B. 

Changed Schedule reference from B-5C to B-4C. 

Changed Schedule reference from B-6 to B-5. 

Reference changed on Line 33. 

Reference changed on Line 35. 

Changed Schedule reference from B-6A to B-5A. 

Reference changed on Line 1. 

Reference changed on Lines 4 to 8. 

Changed Schedule reference from B-6B to B-5B. 

Changed Schedule reference from B-3 to B-6. 

Reference changed on Line 28. 

Reference changed on Line 9. 

Reference changed on Line 9. 

Reference changed on Line 9. 

Reference changed on Line 41. 

9/20/2002 3 
C:Ray Mason\Changes to NAGD Rate Case Model 7-13 .~1~  9-20.xls.doc 



D-2 

D-3 

E-5 

E-6A 

- E-7 

- F-1 

- F-4 

CITIZENS COMMUNICATIONS COMPANY 
CITIZENS COMBINED AGD 

Corrections to “NAGD Rate Case Model 7- 13 .xis" 

Replaced with “NAGD RCM FILED Revised 9-20.~1~” 

Added footnote on short-term debt. 

Added reference to Citizens Preferred Debt. 

Changed references in column [ 1 3, Lines 9,22,36,37 and 39. 

Added Line number 33A for “Other” description. 

Added description for line between Lines 68 and 69,68A for amounts 
shown in columns [ 3 ] and [ 4 1. 

Replaced “E” in reference below heading of column [ 4 ] with “E-6”. 

Added footnote. 

Changed footnotes . 

9/20/2002 
C : h y  Mason\Changes to NAGD Rate Case Model 7-13.xls 9-20.xls.doc 
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REVISED 



CITIZENS COMMUNICATIONS COMPANY 
NORTHERN ARIZONA GAS DIVISION 

TEST YEAR ENDED DECEMBER 31,2001 

1 CITIZENS COMMUNICATIONS COMPANY 
2 NORTHERN ARIZONA GAS DIVISION 
3 TEST YEAR ENDED DECEMBER 31,2001 
4 NAGD 

SECTION A 
5 SCHEDULE A-1 
6 SCHEDULE A-2 
7 SCHEDULE A-3 
8 SCHEDULE A-3A 
9 SCHEDULE' A-4 
I O  SCHEDULE A-5 

SECTION 5 
11 SCHEDULE 
12 SCHEDULE 
13 SCHEDULE 

14 SCHEDULE 
15 SCHEDULE 
16 SCHEDULE 
17 SCHEDULE 
18 SCHEDULE 
19 SCHEDULE 
20 SCHEDULE 

21 SCHEDULE 
22 SCHEDULE 
23 SCHEDULE 
24 SCHEDULE 
25 SCHEDULE 
26 SCHEDULE 

27 SCHEDULE 
28 
29 
30 

8-1 
5-2 
8-3 
8-4 

5-4A 
8-48 
B 4 C  
8-5 

5 5 A  
8-58 

5-6 
5-7 
5-0 

B-9 
8-10 

8-1 1 

8-12 

SECTION C 

31 SCHEDULE C-1 
32 SCHEDULE C-2 
33 ADJUSTMEN A 
34 ADJUSTMEN B 
35 ADJUSTMEN C 

36 ADJUSTMEN D 
37 ADJUSTMEN E 
38 ADJUSTMEN F 
39 ADJUSTMEN G 
40 ADJUSTMEN H 
41 ADJUSTMEN I 
42 ADJUSTMEN J 
43 ADJUSTMEN K 
44 ADJUSTMEN L 

SUMMARY SCHEDULES 
COMPUTATION OF INCREASE IN GROSS REVENUE REQUIREMENT 
W A R Y  RE SULTS OF OPERATIONS 
SUMMARY OF CAPITAL STRUCTURE AND CALCULATION OF FAIR VAL UERATEBASE 

CITIZENS COMMUNICATIONS CAPlTAL STRUCTURE DECEMBER 31 1999 to 2001 

CONSTRUCTION EXPFND ITURES PLANT PLACFD IN SERVICE AND GROSS PLANT 

SUMMARY CHANGFS IN FINANCIAL POSITION 

RATE BASE SCHEDULES 
SUMMARY OF ORIGINAL COST AND R CND RATE BASF FLEM ENTS 

PRO FORMA ORIGINAL COST NFT PLANT IN SERVI CF 

RCND NET UTILITY PLANT IN SERVICE 
RCND BY MAJOR PLANT ACCOUNT 
P E - F  
PRO FORMA ADJUSTMENTS TO ACCUMULATFD DEPRECIATION 
SUMMARY OF RCN PLANT CALCULATIONS 
COMPUTATION OF WORKING CAPITAL 
RECONCILIATION OF EXPENSES--LEAD LAG STUDY 
WORKING CAPITAL FOR COST OF SERVICE DISTRIBUTION 

COMMON PLANT 
DEFERRF D INCOME TAXE S 

CONTRIBUTIONS IN AID OF CONSTRUCTION 
QTHER RATF BASE COMPONENTS 
CUSTOMER ADVANCES FOR CONSTRUCTION 
CARES PROGRAM 

GAIN ON SALE OF PROPERTY 

OPERATING REVENUE AND EXPENSES 
LNCOME STATEMENT 
INCOME STATEMFNT AND PRO FORMA ADJUSTMENTS 
OPERATING REVENUF 
SA1 ARlFS AND WAGES 

UNCOLLECTlBl F EXPENSE AND INTFnFST ON DFPOSITS 
RFGULATORY. MISCELLANEOUS AND PFR DlFM 
INSURANCE 
W R I F S  AND D AMAGFS 

EMPLOYEE PENSION AND BENEFITS 
JAXFS-OTI-PROPERTY PAY ROC1 &OTHER 

DFPRECIATION 
LEASE ON ADMINISTRATION BUILDING 
REMOVAL OF PRIOR PFRIOD TAX RFFUNDS 
U S T R A T I V E  OFFICE EXPFNSES 

CONTROL 
Page I of 3 

REVISED 9-20-02 

WITNESS 

Mason 
Mason 
Mason 
Mason 
Mason 
Mason 

Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Mason 
Mason 
Mason 
Mason 
Apuzzo 
Doherty 
Doherty 
Doherty 
Mason 
Doherty 

Doherty 
Doherty 

HarrisonlDoherty 
Mason 
Doherty 
Mason 
Mason 
Mason 
Mason 
Apuzzo 
Doherty 
Doherty 
Apuzzo 
Mason 

NAGD RCM FILED REVISED 9-20.xlS 
Control!Control-P-l (Al..K60) 



e 

e 

a 

45 
46 
47 
48 
49 
50 
51 
52 

ADJUSTMEN 
ADJUSTMEN 
ADJUSTMEN 

ADJUSTMEN 
ADJUSTMEN 
ADJUSTMEN 
ADJUSTMEN 
ADJUSTMEN 

CITIZENS COMMUNICATIONS COMPANY 
NORTHERN ARIZONA GAS DIVISION 

TEST YEAR ENDED DECEMBER 31,2001 

53 SCHEDULE C-3 GROSS RFVWUF CONVFRSION FACTOR 

SECTION D 
54 SCHEDULE 

55 SCHEDULE 
56 SCHEDULE 
57 SCHEDULE 
58 SCHEDULE 
59 SCHEDULE 

60 SCHEDULE 

RATE OF RETURN ON FAIR VALUE RATE BASE 
D-1 RAJF OF RFTURN ON EALR VALUF RATF BBSE 

AND COST OF CAPITAL ON ORIGINAL COST RATE BASE 
D-1A ~ N I C A T I O N S  COMPANY 

D-2 COST OF L-T-TFRM DFRT 
D-2A COST OF DFRT - DFCFMSER31.2001 

D-3 
0-3A 
0-4 COST OF COMMQNEXUY 

COST OF PRFFFRREQ3IQCK - DFCFMRFR 31.2001 

61 AT PRESENT AND PROPOSED RATES 

SECTION E 

62 SCHEDULE 
63 SCHEDULE 
64 SCHEDULE 
65 SCHEDULE 
66 SCHEDULE 
67 SCHEDULE 
68 SCHEDULE 
69 SCHEDULE 
70 SCHEDULE 
71 SCHEDULE 

72 SCHEDULE 
73 SCHEDULE 

E-1 
E-2 
E-3 
E-4 
E-5 

E-5A 
E-6 

E-6A 
E-66 
E-7 
E-8 
E-9 

SECTION F 
74 SCHEDULE F- I  
75 SCHEDULE F-2 

77 SCHEDULE F-4 
76 SCHEDULE F-3 

PROJECTIONS AND FORECASTS 

PROJFCTFD CHANGFS IN FINANCIAL POSlTlW 
Fn CONSTRUCTIO- 

TIONS USFn IN DFVFl OPING PROJFCTW 

NAGD RCM FILED REVISED 9-2O.XlS 
Control!Control-P-Z (A61 ..K120) 

CONTROL 
Page 2 of 3 

REVISED 9-20-02 

Doherty 
Doherty 
Doherty 
Doherty 
Mason 

Apuzzo 

Doherty 

Rosenberg 

Mason 
Rosenberg 

Mason 
Mason 
Mason 

Rosenberg 

Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Doherty 

Mason 
Mason 
Mason 
Mason 



SECTION G 
78 SCHEDULE G-1 
79 SCHEDULE G-2 
80 SCHEDULE G-3 
81 SCHEDULE G-4 
82 SCHEDULE G-5 
83 SCHEDULE G-6 
84 SCHEDULE G-7 

SECTION H 
85 SCHEDULE H-1 

86 SCHEDULE H-1A 
87 SCHEDULE H-2 
88 SCHEDULE H-3 
89 SCHEDULE H-4 
90 SCHEDULE H-5 

91 SCHEDULE H-6 

WORWAPERS 
92 SCHEDULE WP-1 
93 SCHEDULE WP-2 

CITIZENS COMMUNICATIONS COMPANY 
NORTHERN ARIZONA GAS DIVISION 

TEST YEAR ENDED DECEMBER 31,2001 

COST OF SERVICE STUDY---(See Separate Model) 
COST OF SERVICE AT PRESENT RATES 
COST OF SERVICE AT PROPOSED RATES 
RATE BASE ALLOCATION OT CLASS OF SERVICE 

EXPENSE ALLOCATION TO CLASS OF SERVICE 
DISTRIBUTION OF RATE BASE BY FUNCTION 
DISTRIBUTION OF EXPENSES BY FUNCTION 
ALLOCATION FACTORS 

EFFECT OF PROPOSED TARIFF SCHEDULES--(See Separate M d d )  
SUMMARY OF REVENUE BY CUSTOMER CLASSIFICATION 
SUMMARY OF REVENUE BY DETAIL RATE SCHEDULE 
ANALYSIS OF MARGlN REVENUE 

CHANGES IN COMPARATIVE RATE SCHEDULES 
TYPICAL BILL ANALYSIS--SUMMARY 
TYPICAL BILL ANALYSIS-DETAIL 
PROWSED TARIFFS AND RULES AND REGULATIONS 

ESULTS OF OPERATIONS COMPARISONS 1999 to 2001 

PI ANT ADDITIONS. RFTIRFMFNTS. TRANSFFRS and OTHFR 

94 SCHEDULE WP-2A NotUsed 
95 SCHEDULE WP-3 R N E N U E V A T I O N  AND NOBMAL17ATIQN 
96 SCHEDULE WP-4 FXPFNSFS BY FFRC A C W  

COST OF SERVICE 
97 PAGE 1 

98 PAGE 2 

99 PAGE 3 
100 PAGE 4 
101 PAGE 5 
102 PAGE 6 
103 PAGE 7 

COST OF SERVICE INPUT DATA - 
FD D F P R F C l m  

DTHFR BAIF BASF FI FMFNI3 
RNENUES 
C U S T O M F R T I N G  B CQlLEcILQbl 
DFPRFClAT.lQUAMORT174UgPJ - 

CONTROL 
Page 3 of 3 

REVISED 9-20-02 

Harrison 
Harrison 
Harrison 
Harrison 
Harrison 
Harrison 
Harrison 

Harrison 
Harrison 
Harrison 
Harrison 
Harrison 
Harrison 
Harrison 

Doherty 
Doherty 
Doherty 
Doherty 
Doherty 

Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Doherty 

NAGD RCM FILED REVISED 9-2O.xls 
Control!Control-P-3 (AI 21 ..K180) 
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* 
CITIZENS COMMUNICATIONS COMPANY SECTION A 

NORTH ERN ARIZONA GAS’ DIVISION SCHEDULE A-3 
Page 1 of 1 

SUMMARY OF CAPITAL STRUCTURE AND CALCULATION OF FAIR VALUE RATE BASE WITNESS Mason 
TEST YEAR ENDED DECEMBER 31,2001 

[ I  1 [ 2 1  

Line 
- # Description Ratio RCND 

Sch. 8-1 
&pita1 Ratios of Cit bens Communications C O ~  1 

YearEndedl2/31/99 
1 --Debt 
2 --PrePerred Stock 
3 --Common Equity 
4 Total 

v 
5 -Debt 
6 --Preferred Stock 
7 -Common Equity 

50.20% 
4.72% 

45.08% 
100.00% 

62.80°/6 
3.90% 

33.30% 
8 Total 100.00% 

9 
10 
11 
12 

13 
14 
15 
16 

Year Fnded 12/31/01 
-Debt 
--Preferred Stock 
--Common Eauitv 

75.1 1% 
2.33% 

22.56% . .  
Total 100.00% 

Year Fsded 12/31/02 miec ted)  I4 
--Debt 75.00% 
--Preferred Stock 2.30% 
--Common Equity 

Total 
22.70% 

100.00% 

PRO FORMA FOR RATE CASF 

17 -Debt 
18 --Preferred Stock 
19 -Common Equity 
20 Total 

Fair Value Rate- 

50.00% 
0.00% 
50.00°/6 

100.00% 

21 -RCND Component 50.00% $ 180,094,452 

22 -Original Cost Component 50.00% 

23 -Fair Value Rate Base 100.00% 

REVISED 9-20-02 
131 141 

Original Fair 
cost Value 

Sch. B- I  [I 1 * [ 2 1 o r [ 3 1  

$ 90,047,226 

$ 143,783,596 71,891,798 

S 161.939.024 

[ a ] Citizens Communications does project capital sturcture. Therefore the 12 / 31 / 01 Capital Structure was used as basis for projectio 

[ b J Citizens Communications did not have any Short-Term Debt for any of the years presented. 

NAGD RCM FILED REVISED 9-2O.xls 
Sch!Sch-A-3 (AKI ..AV60) 



CITIZENS COMMUNICATIONS COMPANY SECTION A 
NORTHERN ARIZONA GAS DIVISION SCHEDULE A-3A 

Page 1 of 2 
CITIZENS COMMUNICATIONS CAPITAL STRUCTURE DECEMBER 31 1999 to 2001 

TEST YEAR ENDED DECEMBER 31,2001 
WITNESS Mason 

REVISED 9-20-02 
11 1 [ 2 1  1 3 1  [ 4 1  

Line 
- # Description Reference Amount Amount Ratio 

[ 3 ] to  Total 

Capital Ratios of Citizens Communications ComDany 1 b 1 

Year Ended 12/31/99 
1 -Long-term Debt 
2 -Current Maturities 
3 --Energy Units 
4 Total Long-Term Debt 

5 --Preferred Stock 
6 -Common Equity 
7 Total 

Year Ended 12/31/00 
8 -Long-term Debt 
9 -Current Maturities 
10 -Energy Units 
11 Total Long-Term Debt 

12 --Preferred Stock 
13 -Common Equity 
14 Total 

Year Ended 12/31/01 
15 -Long-term Debt 
16 -Current Maturities 
17 --Energy Units 
18 Total Long-Term Debt 

19 -Preferred Stock 
20 --Common Equity 
21 Total 

CCC 10-K 
F 3  $ 2,107,460,000 

F 3  31,156,000 

F-3 
L 1  + L 2 + L 3  $ 2,138,616,000 50.20% 

F 3  

F 3  
L 4 + L 5 + L 6  

201,250,000 4.72% 
1,919,935,000 45.08% 

$ 4,259,801,000 100.00% 

CCC 10-K 

F 3  8 3,062,289,000 

F 3  181,014,000 

F 3  
L 8 +  L 9 +  L 10 $ 3,243,303,000 62.80% 

F 3  

F-3 
L 11 + L 12 + L 13 

201,250,000 3.90% 
1,720,001,000 33.30% 

100.00% $ 5,164,554,000 

CCClOK 
F-3 $ 5,534,906,000 

F 3  483,906,000 

F 3  460,000,000 

L 15+ L 16+ L 17 $ 6,478,812,000 75.11% 

F-3 

F-3 
L 18+ L 19+ L20 

201,250,000 2.33% 
1,946,142,000 22.56% 

$ 8,626,204,000 100.00% 

Year Ended 12/31/02 (Projected) r a 1. 
22 -Long-term Debt $ 
23 -Current Maturities 
24 -Energy Units 
25 Total Long-Term Debt L 22 + L 23 + L 24 $ #DIV/O! 

26 --Preferred Stock 
27 --Common Equity 
28 Total L 2 5 + L 2 6  L27 

#DIViO! 
#DIV/O! 

$ #DIV/O! 

[ a ] Citizens Communications does project capital sturcture. Therefore the 12 / 31 / 01 Capital Structure was used as basis for pr 

[ b ] Citizens Communications did not have any Short-Term Debt for any of the years presented. 

Sch!Sch-A-JA (AK61 ..AV120) 
* NAGD RCM FILED REVISED 9-2O.xls 



CITIZENS COMMUNICATIONS COMPANY 
NORTHERN ARIZONA GAS DIVISION 

SUMMARY OF CAPITAL STRUCTURE AND WEIGHTED COSTS 
TEST YEAR ENDED DECEMBER 31,2001 

Line 
# Description Ratio - 

v 
1 -Debt 
2 -Preferred Stock 
3 --Common Equity 
4 Total 

v 
5 -Debt 
6 --Preferred Stock 
7 -Common Equity 
a Total - 
9 -Debt 
10 -Preferred Stock 
11 -Common Equity 
12 Tota I 

Year Fnded 12/31/02 fProjesggd1 I a ] 
13 --Debt 
14 -Preferred Stock 
15 -Common Equity 
16 Total 

50.20% 
4.72% 

45.08% ~~ 

100.00% 

62.80% 
3.90% 

33.30% ._ _. 

100.00% 

75.1 1 % 
2.33% 

22.56% ~~ 

100.00% 

75.00% 
2.30% 

22.70% 
100.00% 

SECTION A 
SCHEDULE A-3A 

Page 2 of 2 
WITNESS Mason 

REVISED 9-20-02 
[ 3  1 [ 4 1  

Year End Earned 
Weighted 
Cost Rate 

6.770% 
5.240% 
5.350% 

7.145% 
5.240% 

-2.490% 

7.689% 
5.240% 

-5.31 0% 

7.689% 
5.240% 

N /A 

[ a ] Citizens Communications does project capital sturcture. Therefore the 12 I 3 1  IO1 Capital Structure was used as basis for projectio 

[ b ] Citizens Communications did not have any Shot--Term Debt for any of the years presented. 

NAGD RCM FILED REVISED 9-20.xls 
Sch-A-3-A-P2 (AKI 21 ..AVI 80) e 
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CITIZENS COMMUNICATIONS COMPANY 
NORTHERN ARIZONA GAS DIVISION 

RCND BY MAJOR PLANT ACCOUNT 
TEST YEAR ENDED DECEMBER 31,2001 

Line 
# Description - 
1 Franchises and Consents 

2 Miscellaneous Intangible Plant 
3 * TOTAL INTANGIBLE PLANT - 
4 
5 Structures 8 Improvements 
6 Mains 
7 Measuring and Regulating Station Equip 
8 Other Equipment 
9 TOTAL TRANSMISSION PLANT 

Land and Land Rights & Rights of Way 

- 
10 Land 
1 1 Structures and Improvements 
12 Mains 
13 
14 
15 Services 
16 Meters 
17 Meter Installations 
18 Regulators 
19 Regulator Installations 

20 Industrial Measurement Equipment 
21 Other Equipment 
22 TOTAL DISTRIBUTION PLANT 

Measuring and Regulahng Station Equip-Gen 

Measuring and Regulahng Station Equip-City Gate 

ixEMaAu 
23 Land and Land Rights 

24 
25 
26 
27 
28 
29 
30 
31 
32 
33 

Structures and Improvements 

Office Furniture and Equipment 

Office Furniture and Equipment-Computer 

Office Furniture and Equipment-Mechanical 
Transportahon Equipment 

Stores Equipment 

Tools, Shop and Garage Equipment 

Laboratory Equipment 
Power Operated Equipment 

Communications Equipment 

34 Miscellaneous Equipment 

35 Other Tangible Property 
36 TOTAL GENERAL PLANT 

37 TOTAL GAS PLANT IN SERVICE 

38 Non Depreciable Plant 

39 DEPRECIABLE PLANT IN SERVICE 

NAGD RCM FILED REVISED 9-20.xl~ 
Sec B!SchkB-S (BO1 ..BZ60) 

[I 1 

Account 
Number 

302 00 

303 00 
L I + L 2  

365 Ion0 
366 00 
367 00 
369 00 
374 00 

Sum L 4toL 8 

374 10 
375 00 
376 00 

378 00 

379 00 
380 00 
381 00 
382 00 
383 00 
384 00 

365 00 
387 w 

Sum L 10 toL21 

389 00 

390 00 

391 W 
391 10 

391 20 
392 20 

393 00 

394 00 

395 00 
396 00 

397 00 

398 00 

399 00 
Sum L 23 to L 35 

Ls 3+9+22+36 

-L4-10-23 

L 37 - L38 

SECTION B 
SCHEDULE 8-4 

Page 1 of 1 
WITNESS Doherty 

REVISED 9-20-02 
[ 2 1  131 

Trended 
Reproduction Plant in Service 

Cost New At 12-31 -01 

$ 366,375 $ 366,375 
242,769 242,769 
609,144 609,144 

61,230 61,230 

14,917,920 10,245,022 
1,334,707 843,826 

16,313,857 1 1,150,078 

109,139 

151,208,882 
2,236,845 
2,103,093 

55,932,916 
15,993,586 
4,510,773 
1,665,430 

289,617 
1,822,535 

1 09,139 

118,778,768 
1,717,907 
1,707,607 

47,288,874 
8,586,120 
4,163,332 
1,551,190 

281,085 
785,500 

900,606 724,235 
236,773,422 185,693,757 

690,392 
5,609,604 

806,630 
2,499,537 
3,952,518 
2,327,727 

130,907 
1,467,689 

529,600 
362,673 
931,523 
265,444 
101,810 

19,676,054 

194,035 
704,177 
364,226 

5,111,856 
2,597,436 
2,325,812 

100,288 
1,264,771 

513,358 
341,733 
524,606 
259,257 

14,301,555 

273,372,477 21 1,754,534 

(860,761) (364,404) 

$ 27231 1,716 $ 21 1,390,130 

TO Sch. 8-3 TO Sch 8-2 
NOTF. Reference changed to "8-4" for Hard Copy but Electronic Reference of "B-5" not changed. 
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CITIZENS COMMUNICATIONS ,COMPANY 
NORTHERN ARIZONA GAS DIVISION 

CUSTOMER ADVANCES FOR CONSTRUCTION 
TEST YEAR ENDED DECEMBER 31,2001 

SECTION B 
SCHEDULE 8-10 

Page 1 of 1 
WITNESS Doherty 

REVISED 9-20-02 
[ I  1 [ 2 1  [ 3 1  [ 4 1  

Reference 
Line Or ORIGINAL RCN 
# Description Factor COST FACTOR RCN - 

1 Balance At December 31,2001 

Adjustments: 

2 -Amount Included in CWlP at 12/31/01 

3 Adjusted Balance 

4 GROSS PLANT AT "RCN" 

5 

6 RCNFACTOR 

GROSS PLANT AT ORIGINAL COST 

Sch E-I  $ (5,826,346) 1.290988 $(7,521,743) 

0 1.000000 0 

NAGD RCM FILED REVISED 9-20.xls 
Sec B!Sch-B-IO (GJ61.GW120) 

Sum L 1 + L2 $ (5.826.346) 

TO SCh B-1 

$ 273.372.477 

$(7,521,743) 

TO SCh B-1 

$ 21 1,754,534 

L 4 / L 5  1.290988 



CITIZENS COMMUNICATIONS COMPANY 
NORTHERN ARIZONA GAS DIVISION 

SUMMARY COST OF CAPITAL 

RATE OF RETURN ON FAIR VALUE RATE BASE 

SECTION D 
SCHEDULE D-I 

Page 1 of 1 
WITNESS Rosenberg 

REVISED 9-20-02 
AND COST OF CAPITAL ON ORIGINAL COST RATE BASE 

TEST YEAR ENDED DECEMBER 31,2001 
11 1 [ 2 1  131  141  1 5 1  

Total 
Line Capital cost Weighted cost of 

# Description Ref e re n ce Ratio Rate cost Cap ita1 - 

COST OF CAPl'rAL 

1 EQUITY 

2 LONG-TERM DEBT 

3 TOTAL 

0.5000 0.1100 0.0550 

0.5000 0.0670 0.0335 

1.0000 

FAIR VALUE RATE OF RETURN 

4 COST OF CAPITAL 

5 ORIGINAL COST RATE BASE 

6 FAIR VALUE RATE BASE 

7 FAIR VALUE RATE OF RETURN 

L 3, Col [ 5 ] 8.85% 

SCh A-I,  COI [ 2 1, L 1 $ 143,783,596 

Sch A-I, COI [ 3 1, L 1 $ 161,939,024 

L 4 * L 5 / L 6  7.86% 

NOTES: 
Citizens Communications (and therefore the Company) does not project capital Sturcture or Cost Rates 

Therefore that data is not available. 

Citizens Communications does not have any short-term debt for 1999 through 2002. 

NAGD RCM FILED REVISED 9-20.xls 
Sec D!Sch-D-I (Al..N60) 

0.0885 



CITIZENS COMMUNICATIONS COMPAVY 
NORTHERN ARIZONA GAS DIVISION 

CAPITAL STRUCTURE OF CITIZENS COMMUNICATIONS COMPANY 

SECTION D 
SCHEDULE D-1A 

Page 1 of 1 
WITNESS Mason 

REVISED 9-20-02 
TEST YEAR ENDED DECEMBER 31,2001 

Line Capital cost 
# Description Amount Ratio Rate - 

COST OF CAPITAL 

1 COMMON EQUITY 

2 PREFERRED SECURITIES 

3 LONG-TERM DEBT 

4 TOTAL 

$ 1,946,142,000 22.56% 

201,250,000 2.33% 5.2400% [ b l  

6,478,812,000 75.11% 7.6890% [ a 1  

$ 8,626,204,000 100.00% 

[ a ] Long-term Debt as shown on the Balance Sheet of Ciuens Communications Company---See Schedule "D-2A" 

Long-Term Debt $ 5,534,906,000 

Long-term DeM due within one year 483,906,000 

Equity Units 460,000,000 

Total $ 6,478,812,000 

[ b ] See Schedule "D-3A" 

NOTES: 
Citizens Communications (and therefore the Company) does not project capital Sturcture or Cost Rates 

Therefore that data is not available. 

Citizens Communications does not have any short-term debt for 1999 through 2002. 

NAGD RCM FILED REVISED 9-20.xls 
Sec D!Sch-D-IA (A61 ..N120) 
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CITIZENS COMMUNICATIONS COMPANY 
NORTHERN ARIZONA GAS DIVISION 

COMPARATIVE BALANCE SHEETS 

TEST YEAR ENDED DECEMBER 31,2001 

SECTION E 
SCHEDULE 

Page 
WITNESS 

E-1 
1 of 1 

Doherty 

REVISED 9-20-02 
12 I 131 I 4 1  11 1 

December 31, 
2001 2000 1999 

Line 
# Description Reference - 

ASSETS 
-T PROPER 

1 Property Plant and Equipment 
2 Construction Work in Progress 
3 Plant Acqwisition Adjustment 
4 Acquisition Adjustment--Transwestern 
5 Less: Accumulated Depreciation 

6 Net Utility Plant in Service Sum(LltoL5) 

$ 219,020,755 $ 185,859,363 
2,045,445 11,253,499 

21,316,577 21,316,577 

148.660.1 851 (41 593.917) 

$ 160,158,876 
8,418,752 

21,316,577 

(35.983.01 8) . .  . , . , .  , 
193,722,592 176,735,522 

. .  . , 

153,911,187 

CURRENT ASSETS 
7 Cash and Working Funds 

8 
9 Customer Accounts Receivable 
10 Other Accounts Receivable 
11 Accounts Receivable -Associated Companies 
12 Materials and Supplies 
13 
14 Total Current Assets Sum (L 7 to L 13 

Notes Receivable - Associated Companies 

Miscellaneous Current and Accrued Assets 

157,0O4 76451 6 
90,546,603 

13,978,325 10,860,207 

897,932 1,004,953 

(155,284) 
90,652,259 

7,896,292 

912,631 
146,197 98,768 

15,179,458 103,275,047 
(1 05,959) 

99,199,939 

OTHER ASSETS 
15 Clearing Accounts 6,758 6,758 

37,779,941 14,821,384 
420,739 433,220 

6,758 
4,675,930 
1,530,868 

16 Miscellaneous Deferred Debits 
17 Other Assets 

18 TOTAL ASSETS Sum(LlStoL17+L6+L14) $ 247,109,488 $ 295,271,931 $ 259,324,682 

LIABILITIES AND SHARFHOLDERS EQUITY 

SHAREHOLDERS EQUITY 
19 Unappropriated Earned Surplus 
20 Propriety Capital 
21 Total Equity 

$ 2,594,598 $ 18,304,696 $ 20,436,056 

L19+L20 2,594,598 18,304,696 20,436,056 

CURRENT LIABILITIES 
22 Accounts Payable 
23 Accounts Payable Associated Companies 
24 Customers' Deposits 
25 Taxes Accrued 
26 
27 Tax Collections Payable 
28 
29 Total Current Liabilities Sum (L 22 to L 28) 

Interest and Other Accrued Liabilities 

Other Current and Accrued Liabilities 

12,456,164 21,838,436 

1.81 7,445 1.829373 
3.242,348 3,119.679 

119,588 123,656 
32,202 (24,321) 

207,068,399 35,488,532 
6,181,093 

16,349,250 
1,823.372 

91 1,084 
144,537 

(461,788) 
2,342,875 

231,031,676 62,380,497 27,290,423 
6,295,530 5,142 

DEFERRFD CREDITS 
30 Deferred Credits 
31 Unamortized Investment Tax Credit 

32 Accumulated Deferred Income Taxes 
33 Total Deferred Credits L30+L31 CL32 

104,431 70,325 70,325 

7,552,437 5,822,822 
7 656 868 5 893 447 

3,492,622 
3 562 947 . , - - -, - - - - , - - -, . . . 

5,826,346 5,754,844 

202,938,747 

34 Customer Advances For Construction 
35 Contributions in Aid of Construction 
36 Miscellaneous Operating Reserves 
37 Other Liabilities 

5,096,509 

202,938,747 

Total Liabilities Sum(L34toL37+L33+L29) 

39 TOTAL LIABILITIES AND SHAREHOLD ~ 2 1  + ~ 3 8  

244,514,890 276,967,235 

$ 247,109,488 $ 295,271,931 

238,888,626 

$ 259,324,682 

NAGD RCM FILED REVISED 9-20.xl~ 
Sec E!Sch-E-l (A1 ..L70) 



CITIZENS COMMUNICATIONS COMPANY 
NORTHERN ARIZONA GAS DIVISION 

COMPARATIVE INCOME STATEMENTS 

TESTYEAR ENDED DECEMBER 31,2001 

SECTION E 
SCHEDULE E-2 

Page 1 of 1 
WITNESS Doherty 

REVISED 9-20-02 

Line December 31, 
# Description Reference 2001 2000 1999 

1 Revenue 

2 Operating Revenue Deductions 

$ 68,968,348 $ 54,780,231 $ 49,367,111 

70,048,453 54,193,729 43,093,212 

3 Operating Income (Loss) L I - L 2  (1,080,105) 586,502 6,273,899 

4 Allowance for Funds Used During Construction 1,361,951 422,000 

5 Other Income 1,635,974 (994,397) (4,128,437) 

6 Subtotal Other Income L 4 + L 5  2,997,925 (572,397) (4,128,437) 

7 Net Income L 3 + L 6  $ 1,917,820 $ 14,105 $ 2,145,462 

TO Sch A-2 TO Sch A-2 TO SCh A-2 

INFORMATION FOR PREFERRED DIVIDENDS, COMMON STOCK AND EARNINGS PER SHARE OF COMMON STOCK 
ARE NOT AVAllABLE FOR THE NAGD AND SCGD SINCE THEY ARE DIVISIONS AND HAVE NO COMMON STOCK OR 
PERFERRED STOCK. 

NAGD RCM FILED REVISED 9-20.xIs 
e 

Sec E!Sch-E-2 (Ol..Z60) 



CITIZENS COMMUNICATIONS COMPANY SECTION E 
NORTHERN ARIZONA GAS DIVISION SCHEDULE E-3 

Page 1 of 1 
COMPARATIVE STATEMENT OF CHANGES IN FINANCIAL POSITION WITNESS Doherty 

TEST YEAR ENDED DECEMBER 31,2001 REVISED 9-20-02 

Line 
# Description - 

SOURCEOFFUNDS 

1 Netlncome 
2 
3 Griffiih Earnings 
4 Other Income (Expense) Items 
5 Su b-Total 

Allowance for Funds Used During Construction 

6 Depreciation 

7 Total From Operations 

From Other Sources 
8 
9 Increase in Regulatory Liabilibes 
10 

1 1 
12 
13 
14 
15 

Increase in Customer Advances and ClAC 

Increase in Accumulated Deferred Income Taxes 
Increase in Amounts Payable Associated Companies 
Decrease in note Receivable Associated Companies 

Increase in Miscellaneous Operabng Reserves 
Increase in Current 8 Accrued Liabilibes 

16 Decrease in Current Assets 
17 Decrease in Other Assets 

18 Total From Other Sources 

19 TOTAL FUNDS PROVIDED 

APPLICATION OF FUNDS 

11 1 ( 2 1  1 3  1 141 

December 31, 
Reference 2001 2000 I999  

$ 1,917,820 8 14,105 $ 2,145,462 
(1,361,951) (422,000) 

200,000 

Sum ( L  1 to L 4 )  $ 755,869 $ (407,895) $ 2,145,462 

7,575,647 6,601,560 5,469,709 

L 5 + L 6  8,331,516 6,193,665 7,615,171 

71,502 658,335 (327.225) 
34,106 70,325 

1,729,615 2,330,200 2.142 

171,579,867 19,139,282 (1 7,889.31 5) 
90,546,603 105,656 (160,922.453) 

[ b l  Ibl [ b l  

[bl Ibl [bl 
[bl [bl [bl 

[bl 15,950,792 [ b ] 3,441,721 [ b ] 

Sum (La to L 17) 263,961.693 38,i  84,265 (1 75,624,805) 

L7+L18 $ 272,293,209 $ 44,377,930 $ (168,009,634) 

20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

Construction Expenditures (Including CWP) 
"Retiremenh" Decreasing PIS at end of year 
Increase in Current Assets 
Increase in Other Assets 

Decrease in Misc Operating Reserves 
Decrease in Current and Accrued Liabilibes 
Decrease in Regulatory Liabilibes 
Decrease in Accumulated Deferred Income Taxes 
Decrease in Accounts Payable Asxrclated Companies 
Increase in note Receivable Associated Companies 

31 Funds Distributed For Year 

32 TOTAL FUNDSAPPLIED 

[a1 - 
33 
34 
35 Total Distributed for Year 

Funds Provided to Unappropriated Earned Surplus 
Decrease in Unappropnated Earned Surplus 

s 23,953,338 $ 28,535,234 $ 24,607,411 
609,379 [ c ]  890,661 [ c ]  754,236 [ c ] 

2,451,014 [ b ] 4,180,764 [ b ] 2,988,119 [ b ] 
22,946,076 [ b ] 9,047,806 [ b 1 6,577,885 [ b ] 

202,938,747 [ b ] - [ b ] (202,938,747) [ b ] 
2,928,688 [ b ] [ b l  [bl 

[ b l  [bl [ b l  

$ 16,465,967 [ a  ] 8 1,723,465 [ a  ] $ 1,462 [ a ]  

Sum (L 20 to L 31) $ 272,293,209 $ 44,377,930 $ (168,009,634) 

L5  $ 755,869 $ (407,895) $ 2,145,462 
15,710,098 2,131,360 (2,144,000) 

$ 16,465,967 $ 1,723,465 $ 1,462 

TO Sch A-5 [ b ] 
[ C ] 

Excludes Changes Intercompany Assets or Liabilbes which are shown separately TO Sch A-5 
Rebrements are included in change in Plant balances as a reduction. therefore need to be added to get total for Construction Expenddures 

TO Sch A-5 e 
NAGD RCM FILED REVISED 9-20.xl~ 
Sec E!Sch-E-3 (ADl..A070) 



Line 
# 

1 

2 

3 
4 

5 

.5 
7 

8 

9 

CITIZENS COMMUNICATIONS COMPANY 
NORTHERN ARIZONA GAS DIVISION 

COMPARATIVE CHANGES IN COMMON EQUITY 

SECTION E 
SCHEDULE E-4 

Page 1 of 1 
WITNESS Doherty 

TEST YEAR ENDED DECEMBER 31.2001 
REVISED 9-20-02 

[ 3 1  [ 4 1  

Description Reference 2001 2000 1999 

Beginning Balance 

Add: Net Income 

Adjustment to Income Statement 
-Griffith Net Income 

-Adjustment to Natural Account 

--Miscellaneous 

Sub-Total 

Less: Transfer to Parent 

Ending Balance 

$ 18,304,696 $ 20,436,056 $ 18,292,056 

1,917,820 14,105 2,145,462 

709,106 

(7,224) 

20,899,294 20,448,696 20,436,056 

(1 8,304,696) (2,144,000) - 

$ 2,594,598 $ 18,304,696 $ 20,436,056 

NOTE: 
The NAGD and SCGD are operating divisions of Citizens Communicaitons and therefore do not issue debt o 

common or preferred stock. Therefore there are no dividends or other elements related elements. 

NAGD RCM FILED REVISED 9-20.xls 
Sec E!Sch-E-4 (ARI..BCGO) 



CITIZENS COMMUNICATIONS COMPANY SECTION E 

DETAIL OF ACCUMULATED DEPRECIATION FOR TEST YEAR Page 1 of 1 
NORTHERN ARIZONA GAS DIVISION SCHEDULE E-SA 

WITNESS Doherty 
TEST YEAR ENDED DECEMBER 31,2001 

REVISED 9-20-02 
[ I  1 [ 2 1  ~ 3 1  t41  

Line December 31, 
# Description Reference 2001 2000 - 
1 Franchises and Consents 302 00 $ 136,961 $ 122,306 

151,955 144,370 2 Miscellaneous Intangible Plant 303.00 
3 TOTAL INTANGIBLE PLANT L I + L 2  288,916 266,676 - 
4 Land and’land Rights & Rights of Wa 365.1ono (5) 
5 Structures & Improvements 366.00 
6 Mains 367.00 2,348,637 1,978,950 
7 Measuring and Regulating Station Eq 369.00 350,649 242,718 
8 Other Equipment 374.00 7,910 
9 TOTAL TRANSMISSION PLANT S u m  L 4to L 8 2,707,191 2,221,668 

DISTRIBUTION PLAW 
10 Land 374 10 
11 Structures and Improvements 375 00 
12 Mains 376 00 
13 Measuring and Regulating Station Eq 378 00 
14 Measuring and Regulating Station Eq 379 00 
15 Services 380 00 
16 Meters 381 00 
17 Meter Installations 382 00 

19 Regulator Installations 304 00 
18 Regulators 383 00 

20 Industrial Measurement Equipment 385 00 

22 TOTAL DISTRIBUTION PLANT Sum L 10 to L 21 
21 Other Equipment 387 00 

23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 

v 
Land and Land Rights 
Structures and Improvements 
Office Furniture and Equipment 
Office Furniture and Equipment-Mech 
Office Furniture and Equipment-Comp 
Transportation Equipment 
Stores Equipment 
Tools, Shop and Garage Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communications Equipment 
Miscellaneous Equipment 

389.00 
390.00 
391.00 
391.10 
391.20 
392.20 
393.00 
394.00 
395.00 
396.00 
397.00 
398.00 

91 1 
19,976,528 

661,510 
731,339 

13,000,926 
3,413,182 

388,943 
1,224,531 

1 1,423 
548,744 
173,156 

40.1 31 .I 93 

821 
17,623,073 

582,124 
631,214 

1 1,204,387 
3,190,565 

283,958 
1 ,I 50,774 

8,072 
517,345 
148,372 

35.340.705 

710,890 
163,817 
70,161 

3,789,240 
1,205,046 

26,470 
537,143 
97,425 

297,027 
140,055 
51,213 

621,954 
125,200 
10,697 

2,777,989 
741,512 
23,966 

479,906 
68,383 

233,827 
106,040 
36,708 

35 Other Tangible Property 399 00 21,313 15,876 
36 TOTAL GENERAL PLANT Sum L 23 to L 35 7,109,800 5,242,058 

37 TOTAL GAS PLANT IN SERVICE Ls3+9+22+36 50,237,100 43,071,107 

38 LESS: Contributions in Aid of Construction (1,576,915) (1,377,190) 

39 NET PLANT IN SERVICE L37+L38 48,660,185 41,693,917 

I 40 Citizens Acquisition Adjustment 
41 Citizens Acquisition Adjustment-Transwestern 
42 Accumulated Depreciaiion 
43 Construction Work in Progress I. 
44 TOTAL NET PLANT 

Sec E!Sch-E-SA (BF1 ..BQ60) 
NAGD RCM FILED REVISED 9-2O.Xl~ 

$ 48,660,185 $ 41,693,917 

1999 

$ 107,651 
1 38,140 
245,791 

1,714,165 
21 4,388 

1,928,553 

730 
15,577,252 

512,539 
537,246 

9,691,461 
3,037,454 

199,959 
1,088,858 

4,274 
485,894 
133,236 

31.268.903 

499,403 
118,467 

8,676 
1,831,840 

481,677 
21,990 

41 2,648 
54,070 

200,022 
74,057 
23,401 
10,441 

3.736.692 

37,179,939 

(1,196,921) 

35,983,018 

$ 35,983,018 



CITIZENS COMMUNICATIONS COMPANY SECTION E 
NORTHERN ARIZONA GAS DIVISION SCHEDULE E-6 

Page 1 of 1 
COMPARATIVE DEPARTMENTAL OPERATING INCOME STATEMENTS WITNESS Doherty 

TEST YEAR ENDED DECEMBER 31,2001 REVISED 9-20-02 

I 1 1  I 2 1  131 141 

Line December 31, 
# Description Reference 2001 2000 1999 - 

REVENUE 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 

11 
12 e ;: 
15 
16 
17 
18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

Residential 
Commercial 
Industrial 
Irrigation 

Public Authority 
Other Revenue 
Transportation 
PGA Revenues 

TOTAL REVENUE 

OPFRATING RFVFNUF DFDUCTIONS 

Operating and Maintenance Expenses 
--Purchased Gas and Production 
--Other Purchase and Production Costs 
--Transmission and Distnbution 
--Transmission and Distribution 
--Customer Accounting and Collecting 
--Sales Promotion 
--Administrative and General 

--Other Items 

TOTALO&M EXPENSES 

Depreciation and Amortization 

Taxes -- Other Than Income 

Taxes on Income 

TOTAL OPERATING REVENUE DEDUCTIONS 

OPERATING INCOME (LOSS) 

Other Income (Expense) 

Income Taxes on Other Income (Expense) 

Interest Expenses 

NET INCOME (LOSS) 

NAGD RCM FILED REVISED 9-20.xl0 
Sec E!Sch-E-6 (BTI..CE60) 

$ 44,822,444 
16,887,509 
1,773,689 

103,015 
3,332,962 

823,209 
1,225,520 

68,968,348 

42,618,602 
728,056 
112,736 

4,539,463 
5,206,758 

15,032 
6,229,305 

$ 36,150,541 
13,103,891 
1,054,642 

133,892 
2,572,649 

302,932 
1,461,684 

54,780,23 1 

28,420,557 

97,072 
5,117,621 
2,958,226 

15,186 
5,825,175 

48.522 

$ 33,002,582 
1 1,321,915 

752,051 
44,934 

2,243,916 
540,911 

1,460,802 

49,367,111 

20,430,903 

144,823 
3,852,585 
2,169,329 

401,551 
6,976,583 

259.964 

59,449,952 

7,575,647 

3,022,854 

42,482,359 

6,601,560 

5,109,810 

34,235,738 

5,469,709 

3,387,765 

70,048,453 

(1,080,105) 

5,109,572 

(2,002,600) 

I1 09.047) 

$ 1,917,820 

TO Sch E-2 

54,193,729 

586,502 

(322,000) 

(1 65,629) 

(84,768) 

$ 14.105 

TO Sch E-2 

43,093,212 

6,273,899 

2,154,398 

(6,244,854) 

(37,981) 

$ 2,145,462 

TO Sch E-2 



CITIZENS COMMUNICATIONS COMPANY SECTION E 
NORTHERN ARIZONA GAS DIVISION SCHEDULE E-8 

Page 1 of 1 
TAXES CHARGED TO OPERATIONS WITNESS Doherty 

TEST YEAR ENDED DECEMBER 31,2001 REVISED 9-2062 

Line December 31, 
# Description 2001 2000 1999 

FEDERAL AND STATE INCOME TAXES 

1 Federal 
2 State 
3 
4 
5 Amortization of ITC 

Provision for ADIT - Federal 
Provision for ADIT - State 

6 TOTAL INCOME TAXES 

7 

9 
10 
11 
12 
13 

14 

a 

[ a 1  

NOTE: 

OTHER TAXES 

Payroll Taxes 
Property Taxes 
Regulatory Assessments 
Sales 
Franchise and License 
Gross Receipts and Franchise 
Other 

TOTAL OTHER TAXES 

Sales and Franchise & Lic nse Taxe 

$ 1,582,200 $ 131,341 $ 4,849,607 
420,400 34,288 1,395,246 

$ 2,002,600 $ 165,629 $ 6,244,853 

$ 535,412 $ 473,100 
3,755,063 3,695,739 

832,048 
(1,277,000) - 

- 
9,379 108,925 

re not recorded in Revenue or in Taxes-0th 

$ 1,209,439 
1,735,504 

410,965 

- 
31,857 

$ 3,387,765 

r Than Income. 
Therefore, no adjustment has been made to eliminate those taxes from Operating Revenue. 
Sales and Franchise & License Taxes are shown here to allow for inclusion in the Working Capital Calculation 

All financial statements and statistical schedules exclude revenue and expenses associated with Merchandisi 

NAGD RCM FILED REVISED 9-20.xls 
Sec E!Sch-E-8 (CVl..DG60) 



CITIZENS COMMUNICATIONS COMPANY 
NORTHERN ARIZONA GAS DIVISION 

PROJECTED CHANGES IN FINANCIAL POSITION 

TEST YEAR ENDED DECEMBER 31,2001 

SECTION F 
SCHEDULE F-2 

Page 1 of 1 
WITNESS Mason 

REVISED 9-20-02 

Line 

11 I 121 
Year Ended 

December 31, 
# Description Reference 2001 - 

SOURCE OF FUNDS 
From ODerations: 

1 Netlncome $ 1,917,820 

3 Griffith Earnings 200,000 
(1,361,951 ) 2 

4 Other Income (Expense) Items 
5 Sub-Total ~ u m ( L l t o L 4 )  $ 755,869 

6 Depreciabon 7,575,647 

Allowance for Funds Used Dunng Construdon 

7 Total From Operations L 5 + L 6  8,331,516 

131 141 
Projected Year Ended 12-31-02 

Present Proposed 
Rates Rates 

$ 152,000 $ 12,712,000 
(1,361,951) (1,361,951 ) 

$ (1,209,951) $ 11,350,049 

8 
9 
10 
11 
12 
13 
14 
15 
16 
17 

4D 18 

19 

20 
21 
22 
23 
24 
25 
26 
27 

29 
30 

31 

28 

32 

[ a 1  
33 
34 
35 

From Other Sources: 
Increase in Customer Advances and ClAC 
Increase in Regulatory Liabilities 
Increase in Accumulated Deferred Income Taxes 
Increase in Accounts Payable Associated Companies 
Decrease in note Receivable Associated Companies 

Increase in Miscellaneous Operating Reselves 
Increase in Current 8 Accrued Liabilities 

Decrease in Current Assets 
Decrease in Other Assets 

Total From Other Sources S u m  (L 8 to L 17) 

TOTAL FUNDS PROVIDED L7+L18 

APPLICATION OF FUNDS 

Construction Expenditures (Including CWIP) 
"Retirements" Decreasing PIS at end of year 
Increase in Current Assets 
Increase in Other Assets 

Decrease in Misc Operating Reserves 
Decrease in Current and Accrued Liabilities 
Decrease in Regulatory Liabilities 
Decrease in Accumulated Deferred Income Taxes 
Decrease in Accounts Payable Associated Companies 

Increase in note Receivable Associated Companies 

71,502 
34,106 

1,729,615 
171,579,867 
90,546,603 

- [ b 1 4,674,275 
- [ b l  
- [ b l  
- [ b l  

263,961,693 

$ 272,293,209 

4,674,275 

$ 11,954,600 $ 19,840,325 

$ 23,953,338 
609,379 

2,451,014 
22,946,076 

202,938,747 
2,928,688 

$ 11,954,600 $ 11,954,600 
C I  

b l  
b l  

Funds Distributed For Year 16,465,967 [ a  ] $ $ 

TOTAL FUNDS APPLIED Sum (L 20 to L 31) $ 272,293,209 $ 11,954,600 $ 19,840,325 

Chanae in UnapproDriate Earned Surplus TO Sch A-5 TO Sch A-5 
Funds Provided to Unappropriated Earned Surplus L 5 $ 755,869 

Total Distributed for Year $ 16,465,967 
Decrease in Unappropriated Earned Surplus 1 5 3  0,098 

e. 
NOTE: NAGD and SCGD do not issue debt or equity securities and therefore there are no changes in thosecategories. 

Excludes Changes Intercompany Assets or Liabilities which are shown separately 
Retirements are included in chanae in Plant balances as a reduction, therefore need to be added to get total for Construction Expendit 

NAGD RCM FILED REVISED 9-2O.XlS 
Sec F!Sch-F-2 (01 ..270) 



Line 
# - 

1 

2 

3 

4 

0 5  

CITIZENS COMMUNICATIONS COMPANY SECTION F 
NORTHERN ARIZONA GAS DIVISION SCHEDULE F-3 

Page I of 1 
PROJECTED CONSTRUCTION REQUIREMENTS WITNESS Mason 

ATPRESENTANDPROPOSEDRATES 

TEST YEAR ENDED DECEMBER 31,2001 
REVISED 9-2002 

Year Ended 
December 31, 

Projected Year Ended December 31, 

Description 2001 2002 2003 2004 

INTANGIBLE PLANT 

TRANSMISSION PLANT 

DISTRIBUTION PLANT 

$ 609,144 $ - $ $ 

17,139,745 314,200 1,400,000 

188,988,425 11,331,100 18,000,000 12,00 000 

GENERAL PLANT 20,272,313 309,300 600,000 600,000 

TOTAL PLANT $227,009,627 #&H##W# $ 12,600,000 

To A-4 To A-4 

6 TOTAL 2001 $227,009,627 

7 Less: ClAC (7,988,872) 

8 NET CITIZENS FUNDS $21 9,020,755 

NAGD RCM FILED REVISED 9-20.xls 
Sec F!Sch-F-3 (ACI..AN60) 



SCGD 



DESCRIPTION OF 
CHANGES 



Contra, 

A-3 

A-3A 

A-3A P P ~  

B-4C PP 2 

D-1A 

D-3A 

- A-4 

9/20/2002 

CITIZENS COMMUNICATIONS COMPANY 
CITIZENS COMBINED AGD 

Corrections to “SCGD Rate Case Model 7- 13 .xls” 

Replaced with “SCGD RCM FILED Revised 9-20.~1~” 

CHANGES TO RESPOND TO DEFICIENCY EXHIBIT 

Added new schedules with links - Three Pages 

Replaced Pro Forma Capital Structure with Capital Structure of Citizens 
Communications Company (,‘CCC’’) for year end 1999 to 2001 and 
projected for 2002. 

NEW Schedule showing the detail for the calculation of the CCC capital 
structure on “A-3”. 

NEW Schedule showing weighted cost for capital structure elements. 

Changed Schedule reference from B-5C to B-4C. 

NEW Schedule showing the original cost plant information for SCGD, to 
match schedule included in NAGD filing and combined to the AGD 
amounts. 

NEW Schedule showing CCC capital structure at December 31,2001. 

REPLACED Schedule D-3 Page 2 of 2 showing detail for EPPICS 
Preferred Stock. 

Provided Change in Equity information for 1999 to 2001. 

ADDITIONAL CHANGES FROM COMPANY REVIEW 

Overall revenue requirement decreased by $1 as a result of rounding 
cleanup and resulting changes to Working Capital. 

Added information on Other Income and Expenses for all years. 

Added information for Projected Years 2003 and 2004. 

1 
C : W y  MasonKhanges to SCGD Rate Case Model 7 - 1 3 . ~ 1 ~  9-20.doc 

1 



- B-5 

CITIZENS COMMUNICATIONS COMPANY 
CITIZENS COMBINED AGD 

Corrections to “SCGD Rate Case Model 7-13.~1~” 

Replaced with “SCGD RCM FILED Revised 9-20.~1~” 

Update numbers from 1999 and 2000. 

Allowance for Working Capital changed because of roundllig corrections 
and update of WC amount on line 15. 

Changed Footnote reverence. 

Changed Schedule reference from B-6 to B-5. 

Amounts in columns [ 4 3 and [ 7 3 on Line 17 changed to reflect rounding 
of calculation of expense on Schedule C-2, Adjustment H for Property 
Taxes. 

Changed reference on Line 33. 

Changed reference on Line 35. 

a B-5B Changed Schedule reference from B-6B to B-5B. 

Amounts in columns [ 4 3 and [ 7 ] on Line 17 changed to reflect rounding 
of calculation of expense on Schedule C-2, Adjustment H for Property 
Taxes. 

D-l Changed cell reference to provide data called for in reference column. 

Added footnote 

E-2 Separated AFUDC amounts from Other Income for each year. 

E-3 Corrected AFUDC amounts on Line 5 for each year. 

E-5A Corrected Accumulated Depreciation amount for 1999. 

Changed references in column [ 1 1, Lines 9,22,36,38 and 39. 

- F-2 Changed format for Changes in Financial Position. 

F-3 Updated projection of Construction Expenditures for 2003 and 2004. 

9/20/2002 
C:\Ray MasotXhanges to SCGD Rate Case Model 7 - 1 3 . ~ 1 ~  9-20.doc 

2 



CITIZENS COMMUNICATIONS COMPANY 
CITIZENS COMBINED AGD 

B-2 

- B-3 

B-4 

B-4A 

B-4B 

B-5A 
a 

- B-6 

c - 2  PP - 1 

C-2, A PP 1 

C-2, B PP 2 

C-2, B PP 4 

Corrections to “SCGD Rate Case Model 7-13.~1~” 

Replaced with “SCGD RCM FILED Revised 9-20.~1~” 

TITLE OR REFERENCE CHANGES ONLY 
NO SCHEDULE COPY PROVIDED 

Changed footnote references. 

Changed Schedule reference from B-4 to B-3. 

Changed reference on Line 7. 

Changed Schedule reference from B-5 to B-4. 

Changed Schedule reference from B-5A to B-4A. 

Changed Schedule reference from B-5B to B-4B. 

Changed Schedule reference from B-6A to B-5A 

Changed reference on Line 1. 

Changed reference on Lines 4 to 8. 

Changed Schedule reference from B-3 to B-6. 

Reference on Line 28 changed. 

Added Line 16 to description on Line below Line 15. 

Changed reference on line 7. 

Changed reference on Line 14. 

Changed reference on Line 16. 

Changed reference on Line 23. 

Added Line 52 and description for number on that line. 

9/20/2002 3 
C:\Ray Mason\Changes to SCGD Rate Case Model 7-13 .~1~  9 - 2 0 . d ~  



C-2, D Pg 1 

C-2, E 

C-2, F 

c-2, I 

C-2, H PP 1 

c-2, L Pg 3 

- D-2 

- D-3 

E-5 

E-6A 

CITIZENS COMMUNICATIONS COMPANY 
CITIZENS COMBINED AGD 

Corrections to “SCGD Rate Case Model 7-13.~1~” 

Replaced with “SCGD RCM FILED Revised 9-20.~1~” 

Changed reference on Line 9. 

Changed reference on Line 9. 

Changed reference on Line 9. 

Changed reference on Line 40. 

Removed numbers on lines 1-3 in Col5 which were not needed. 

Changed “chages” to “changes” on Line 6. 

Added footnote on short-term debt. 

Added reference to Citizens Preferred Debt. 

Changed references in column [ 1 3, Lines 33,38 and 39. 

Changed references in column [ 1 1, Lines 9,22,36,38 and 39. 

Added description and line number for line after Line 33. 

Added description for line between Lines 68 and 69,68A for amounts 
shown in columns [ 3 ] and [ 4 1. 

Replaced “E” in reference below heading of column [ 4 ] with “E-6”. 

Added footnote. 

Changed footnotes. 

912012002 4 
C : k y  Mason\Changes to SCGD Rate Case Model 7 - 1 3 . ~ 1 ~  9-20.doc 
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CITIZENS COMMUNICATIONS COMPANY 
SANTA CRUZ GAS DIVISION 

TEST YEAR ENDED DECEMBER 31,2001 

1 CITIZENS COMMUNICATIONS COMPANY 
2 SANTA CRUZ GAS DIVISION 
3 TESTYEAR ENDED DECEMBER 31,2001 
4 SCGD 

SECTION A 

5 SCHEDULE 

6 SCHEDULE 

7 SCHEDULE 

8 SCHEDULE 

9 SCHEDULE 

10 SCHEDULE 

SECTION B 

11 SCHEDULE 

12 SCHEDULE 

13 SCHEDULE 

14 SCHEDULE 

15 SCHEDULE 

16 SCHEDULE 

17 SCHEDULE 

18 SCHEDULE 

19 SCHEDULE 

20 SCHEDULE 

21 SCHEDULE 

22 SCHEDULE 

23 SCHEDULE - 
25 SCHEDULE 

26 SCHEDULE 

27 SCHEDULE 

28 
29 
30 

SECTION C 

31 SCHEDULE 

32 SCHEDULE 

33 ADJUSTMENT 

34 ADJUSTMENT 

35 ADJUSTMENT 

36 ADJUSTMENT 

37 ADJUSTMENT 

38 ADJUSTMENT 

39 ADJUSTMENT 

40 ADJUSTMENT 

41 ADJUSTMENT 

42 ADJUSTMENT 

43 ADJUSTMENT 

44 ADJUSTMENT 

A-I 

A-2 
A-3 

A3A 

A 4  

A 5  

B-1 

8-2 

8-3 
B 4  

B 4 A  

8-48 
B 4 C  

B 5  

B 5 A  

B 5 B  

8-6 

8-7 

8-8 

l3=9 
B-10 

B-11 

8-12 

c-I 
c-2 

A 

B 
C 

D 
E 

F 
G 

H 
I 
J 

K 
L 

RATE BASE SCHEDULES 

ARY OF ORIGINAL COST AND RCND RATF RASP FI FMFNTS 

MA ORlGlNAl COST NFT P w  

RCND NFT UTI1 ITY PI ANT IN SFRVlCF 

BY MAJOR PI ANT A C C W  
DJUSTMFNTS TO PI ANT k4 SFRVICF 

PRO F O R M A M F N T S  T O 1  ATFD DFPRFClATlON 

SClMMARY OF RCN PLANT CALCUl ATIONS 
COMPUTATION OF WORKING CAPITAL 

RFCONCll IATION OF FXPFNSFS--LFAD I AG STUDY 

WORKING CAPITAL FOR COST OF SFRVlCF DlSTRlRUTlON - 
DEFERREDlNCOMETAXES 
CONTRlRl IT IONSIND OF CONSTRUCTlON 

CUSTOMER AOVANCFS FOR C O "  - 
P 

SCGD RCM FILED REVISED 9-20.xls 
Control!Control-P_l (Al..K60) 

CONTROL 
Page 1 o f 3  

REVISED 9-20-02 

WITNESS 

Mason 
Mason 
Mason 
Mason 
Mason 
Mason 

Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Mason 
Mason 
Mason 
Mason 
Apuzzo 
Doherty 
Doherty 
Doherty 
Mason 
Doherty 

Doherty 
Doherty 

Harrison/Do herty 
Mason 
Doherty 
Mason 
Mason 
Mason 
Mason 
Apuzzo 
Doherty 
Doherty 
Apuuo 
Mason 



45 
46 
47 
48 
49 
50 
51 
52 

53 

ADJUSTMENT 

ADJUSTMENT 

ADJUSlMENT 

ADJUSTMENT 

ADJUSTMENT 

ADJUSTMENT 

ADJUSTMENT 

ADJUSTMENT 

CITIZENS COM M U NlCATl ONS COM PANY 
SANTA CRUZ GAS DIVISION 

TESTYEAR ENDED DECEMBER 31,2001 

SCHEDULE C-3 GROSS RFVFNUF CONVFWON FACTOR 

SECTION D 

54 SCHEDULE 

55 SCHEDULE 

56 SCHEDULE 

57 SCHEDULE 

58 SCHEDULE 

59 SCHEDULE 

60 SCHEDULE 

RATE OF RETURN ON FAIR VALUE RATE BASE 

M E  OF RFTURN ON FAIR VAI I IF 
AND COST OF CAPITAL ON ORIGINAL COST RATE BASE 

DPITAL STRUCTURF OF CIT17FNS -IONS C O M P M  

COST OF I ONG-TFRM AND SHORT-TFRM DFRT 

D-I 

D-1A 

0-2 

D-2A COST OF DFBT - DFCFMRFR 31.20Q1 
D-3 COST OF PRFFERRFO S T U  

D-3A COST OF PRFFFRRFn STOCK - DFCFMRFR 31.2001 

D-4 P 

6 1 AT PRESENT AND PROPOSED RATES 

SECTION E 

62 SCHEDULE 

63 SCHEDULE 

64 SCHEDULE 

65 SCHEDULE 

66 SCHEDULE 

67 SCHEDULE 

68 SCHEDULE 

69 SCHEDULE 

70 SCHEDULE 

71 SCHEDULE 

72 SCHEDULE 

73 SCHEDULE 

SECTION F 

74 SCHEDULE 

75 SCHEDULE 

76 SCHEDULE 

77 SCHEDULE 

E-I 

E -2 

E 3  

E-4 

E 5  

E-5A 

E-6 

E-6A 

E-6B 

E-7 

E-8 

E-9 

F-I 

F-2 

F 3  

F-4 

PROJECTIONS AND FORECASTS 

PROJFCTFD FlNANClAl STATFMFW 

TFD CHANGFS IN FINANCIAL POSITION 

W J F C T F D  CONSTRUCTION RFQUlRFMFNTS 
ASSUMPTIQC&!.&FO IN DFVFI O P I N G F C T I O N S  

CONTROL 
Page 2 o f 3  

REVISED 9-20-02 

Doherty 
Doherty 
Doherty 
Doherty 
Mason 

Apuuo 

Doherty 

Rosen berg 

Mason 
Rosen berg 

Mason 
Mason 
Mason 

Rosenberg 

Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Doherty 

Mason 
Mason 
Mason 
Mason 

SCGD RCM FILED REVISED 9-2O.xk 
Control!Control-P-2 (A61 ..K120) 



SECTION G 
78 SCHEDULE 

79 SCHEDULE 

80 SCHEDULE 

81 SCHEDULE 

82 SCHEDULE 
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85 SCHEDULE 

86 SCHEDULE 

87 SCHEDULE 

88 SCHEDULE 

89 SCHEDULE 

90 SCHEDULE 

91 SCHEDULE 

WORKPAPERS 

92 SCHEDULE 

93 SCHEDULE 

94 SCHEDULE 

95 SCHEDULE 

96 SCHEDULE 

G-I 

G-2 

G-3 

0-4 

G-5 

G-6 

G-7 

H-I 

H-1A 

H-2 

H-3 

H-4 

H-5 

H-6 

WP-1 
WP-2 

WP-PA 

WP-3 

wP-4 

COST OF SERVICE 

97 PAGE 1 

98 PAGE 2 
99 PAGE 3 

100 PAGE 4 

101 PAGE 5 

103 PAGE 7 
102 PAGE 6 

CITIZENS COMMUNICATIONS COMPANY 
SANTA CRUZ GAS DIVISION 

TESTYEAR ENDED DECEMBER 31,2001 

COST OF SERVICE STUDY-(See Separate Model) 

COST OF SERVICE AT PRESENT RATES 

COST OF SERVICE AT PROPOSED RATES 

RATE BASE ALLOCATION OT CLASS OF SERVICE 

EXPENSE ALLOCATION TO CLASS OF SERVICE 

DISTRIBUTION OF RATE BASE BY FUNCTION 

DISTRIBUTION OF EXPENSES BY FUNCTION 

ALLOCATION FACTORS 

EFFECT OF PROPOSED TARIFF SCHEDULES-(See Separate Model) 

SUMMARY OF REVENUE BY CUSTOMER CLASSIFICATION 

SUMMARY OF REVENUE BY DETAIL RATE SCHEDULE 

ANALYSIS OF MARGIN REVENUE 

CHANGES IN COMPARATIVE RATE SCHEDULES 

TYPICAL BILL ANALYSIS--SUMMARY 

TYPICAL BILL ANALYSIS-DETAIL 

PROPOSED TARIFFS AND RULES AND REGULATIONS 

CONTROL 
Page 3 of3 

REVISED 9-20-02 

Harrison 
Harrison 
Harrison 
Harrison 
Harrison 
Harrison 
Harrison 

Harrison 
Harrison 
Harrison 
Harrison 
Harrison 
Harrison 
Harrison 

Doherty 
Doherty 
Doherty 
Doherty 
Doherty 

Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Doherty 

SCGD RCM FILED REVISED 9-20.xls 
Control!Control-P-3 (A121..K180) 
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CITIZENS COMMUNICATIONS COMPANY SECTION A 
SANTA CRUZ GAS DIVISION SCHEDULE A-3 

Page 1 of 1 
UMMARY OF CAPITAL STRUCTURE AND CALCULATION OF FAIR VALUE RATE BASE WITNESS Mason 

TESTYEAR ENDED DECEMBER 31,2001 

Line 
# Description Ratio RCND 

Sch. 6-1 
Capital Ratios of Citizens Communications Companv I b ] 

Year Ended 12/31/99 
1 --Debt 50.20% 
2 --Pkferred Stock 4.72% 
3 --Common Equity 45.08% 
4 Total 100.00% 

Year Fnd ed 12/31/00 
5 --Debt 62.80% 
6 --Preferred Stock 3.90% 
7 --Common Equity 33.30% 
8 Total 100.00% 

Year Ended 12/31/01 
9 -Debt 75.1 1% 
10 -Preferred Stock 2.33% 
11 --Common Equity 22.56% 
12 Total 100.00% 

Year Ended 12/31/02 !Projected) [ a  1 
13 -Debt 
14 -Preferred Stock 
15 --Common Equity 
16 Total 

PRO FORMA FOR RATE CASE 

17 -Debt 
18 --Preferred Stock 
19 --Common Equity 
20 Total 

75.00% 
2.30% 

22.70% 
100.00% 

50.00% 
0.00% 

50.00% 
100.00% 

REVISED 9-20-02 
[ 3 1  14  1 

Original Fair 
cost Value 

Sch. 6-1 11 1 * [ 2 1 o r [ 3 1  

Fair Value Rate Base 

1 --RCND Component 

2 --Original Cost Component 

50.00% $ 10,318,874 

50.00% 

3 --Fair Value Rate Base 100.00% 

$ 5,159,437 

$ 5,844,760 2,922,380 

$ 8,081,817 

[ a ] Citizens Communications does project capital sturcture. Therefore the 12 I 3 1  IO1 Capital Structure was used as basis for proj 

[ b ] Citizens Communications did not have any Short-Term Debt for any of the years presented. 

SCGD RCM FILED REVISED 9-20.xl~ 
Sch-A-3 (AK1 ..AV60) 



CITIZENS COMMUNICATIONS COMPANY 
SANTA CRUZ GAS DIVISION 

CITIZENS COMMUNICATIONS CAPITAL STRUCTURE DECEMBER 31 1999 to 2001 
TEST YEAR ENDED DECEMBER 31,2001 

Line 
# Description Reference Amount - 

Capital Ratios of Citizens Communications Cornpanv r b 1 

Year Ended 12/31/99 
1 -Long-term Debt 
2 --Current Maturities 
3 -Energy Units 
4 Total Long-Term Debt 

5 -Preferred Stock 
6 -Common Equity 
7 Total 

CCC 10-K 
F-3 $ 2.1 07,460,000 

F-3 31.156,oOO 

F-3 
L 1  + L 2 + L 3  

F-3 

F-3 
L 4 + L 5 + L 6  

SECTION A 
SCHEDULE A-3A 

Page 1 of 2 
WITNESS Mason 

REVISED 9-20-02 
[ 3 1  14  1 

Amount Ratio 
[ 3 ] to Total 

$ 2,138,616,000 50.20% 

201,250,000 4.72% 
1,919,935,000 45.08% 

$ 4,259,801,000 100.00% 

8 
9 
10 
11 

12 
13 
14 

15 
16 
17 
18 

19 
20 
21 

22 
23 
24 
25 

26 
27 
28 

Year Ended 12/31/00 
--Long-term Debt 
-Current Maturities 
--Energy Units 
Total Long-Term Debt 

-Preferred Stock 
-Common Equity 

Total 

Year Ended 12/31/01 
--Long-term Debt 
-Current Maturities 
--Energy Units 
Total Long-Term Debt 

-Preferred Stock 
-Common Equity 

Total 

CCC 10-K 
F-3 $ 3,062,289,000 
F-3 181,014,000 

F-3 

L 8 +  L 9 +  L 10 

F-3 

F-3 
L l l + L 1 2 + L 1 3  

ccc 1 ox 
F-3 $ 5,534,906,000 

F-3 483,906,000 

F-3 460,000,000 

L 1 5 +  L 1 6 + L 1 7  

F-3 

F-3 
L 1 8 +  L 19 + L 2 0  

Year Ended 12/31/02 IProiected) r a 1 
-Long-term Debt $ 
-Current Maturities 
-Energy Units 
Total Long-Term Debt L22 + L 23 + L24 

-Preferred Stock 
-Common Equity 

Total L 2 5 + L 2 6  L27 

$ 3,243,303,000 62.80% 

201,250,000 3.90% 
1,720,001,000 33.30% 

100.00% $ 5,164,554,000 

$ 6.478.812.000 75.11% 

201,250,000 2.33% 
1.946.142.000 22.56% 

$ 8,626,204,000 100.00% 

$ #DIV/O! 

#DIV/O! 
#DIV/O! 

$ #DIV/O! 

[ a ] 

[ b ] 

Sch!Sch-A-BA (AK61 ..AV120) 

Citizens Communications does project capital sturcture. Therefore the 12 / 31 / 01 Capital Structure was used as basis for pr 

Citizens Communications did not have any Short-Term Debt for any of the years presented. 
SCGD RCM FILED REVISED 9-2O.XlS 



CITIZENS COMMUNICATIONS COMPANY 
SANTA CRUZ GAS DIVISION 

SUMMARY OF CAPITAL STRUCTURE AND WEIGHTED COSTS 
TEST YEAR ENDED DECEMBER 31,2001 

Line 
# Description Ratio - 

Capital Ratios of Citizens Communications Companv [ b ] 

year Ended 12/31/99 
1 --Debt 
2 --Preferred Stock 
3 -Common Equity 
4 Total 

Year Ended 12/31/00 
5 -Debt 
6 -Preferred Stock 
7 -Common Equity 
8 Total 

Year Ended 17/31/01 
9 --Debt 
10 --Preferred Stock 
11 -Common Equity 
12 Total 

Year Ended 12/31/02 (Proiected! 5 a 1 
13 --Debt 
14 -Preferred Stock 
15 -Common Equity 
16 Total 

50.20% 
4.72% 

45.08% 
100.00% 

62.80% 
3.90% 

33.30% 
100.00% 

75.11% 
2.33% 

22.56% 
100.00% 

75.00% 
2.30% 

22.70% 
100.00% 

SECTION A 
SCHEDULE A-3A 

Page 2 of 2 
WITNESS Mason 

REVISED 9-20-02 
13 1 [ 4 1  

Year End Earned 
Weighted 
Cost Rate 

6.770% 
5.240% 
5.350% 

7.145% 
5.240% 

-2.490% 

7.689% 
5.240% 

-5.31 0% 

7.689% 
5.240% 

NIA 

[ a ] 

[ b ] 

[ a ] 

Citizens Communications does project capital sturcture. Therefore the 12 I 3 1  IO1 Capital Structure was used as basis for proje 

Citizens Communications did not have any Short-Term Debt for any of the years presented. 

Used 12 / 31 101 Capital Structure as basis for projection. 

SCGD RCM FILED REVISED 9-20.xl~ 
Sch-A-3-A-P2 (AK121 ..AV180) 
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CITIZENS COMMUNICATIONS COMPANY 
SANTA CRUZ GAS DIVISION 

SUMMARY COST OF CAPITAL 

SECTION D 
SCHEDULE D-I 

Page I of 1 
WITNESS Rosenberg 

RATE OF RETURN ON FAIR VALUE RATE BASE 

TEST YEAR ENDED DECEMBER 31,2001 
AND COST OF CAPITAL ON ORIGINAL COST RATE BASE REVISED 9-20-02 

[ I 1  [ 2 1  [ 3 1  14  1 [ 5 1  
Total 

- # Description Reference Ratio Rate cost Capital 
Line Cap ita I cost Weighted cost of 

COST OF CAPiTAL 

1 EQUITY 

2 LONG-TERM DEBT 

3 TOTAL 

FAIR VALUE RATE OF RETURN 

4 COST OF CAPITAL a 
5 ORIGINAL COST RATE BASE 

6 FAIR VALUE RATE BASE 

7 FAIR VALUE RATE OF RETURN 

0.5000 0.1100 0.0550 

0.5000 0.0670 0.0335 

I .oooo 

L 3, Col [ 5 ] 8.85% 

Sch A-I, COI [ 2 1, L 1 $ 5,844,760 

Sch A-I, COI [ 3 1, L 1 $ 8,081,817 

L 4 * L 5 / L 6  6.40% 

NOTES: 
Citizens Communications (and therefore the Company) does not project capital Sturcture or Cost Rates 

Therefore that data is not available. 

Citizens Communications does not have any short-term debt for 1999 through 2002. 

0.0885 

SCGD RCM FILED REVISED 9-20.xls 
Sec D!Sch-D-I (Al..N60) 



CITIZENS COMMUNICATIONS COMPANY SECTION D 
SANTA CRUZ GAS DIVISION SCHEDULE D-1A 

Page 1 of 1 
CAPITAL STRUCTURE OF CITIZENS COMMUNICATIONS COMPANY WITNESS Mason 

REVISED 9-20-02 
TEST YEAR ENDED DECEMBER 31,2001 

[ I  1 12 1 [ 3 1  [ 4  1 

Line Capital cost 
# Description Amount Ratio Rate 

1 5 1  

COST OF CAPITAL 

1 COMMON EQUITY $ 1,946,142,000 22.56% 

2 PREFERRED SECURITIES 201,250,000 2.33% 5.2400% 

3 LONG-TERM DEBT 6,478,812,000 75.11% 7.6890% [ a  1 

4 TOTAL $ 8,626,204,000 100.00% 

[ a ] Long-term Debt as shown on the Balance Sheet of Citiiens Communications Company-See Schedule "D-2A" 

Long-Term Debt $ 5,534,906,000 

Long-term Debt due within one year 483,906,000 

Equity Units 

Total 

460,000,000 

$ 6,478,812,000 

[ b ] See Schedule "D-3A" 

NOTES: 
Citizens Communications (and therefore the Company) does not project capital Sturcture or Cost Rates 

Therefore that data is not available. 

Citizens Communications does not have any short-term debt for 1999 through 2002. 

SCGD RCM FILED REVISED 9-20.xl~ 
Sec D!Sch-D-IA (A61..N120) 
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CITIZENS COMMUNICATIONS COMPANY SECTION E 
SANTA CRUZ GAS DIVISION SCHEDULE E-2 

Page 1 of 1 
COMPARATIVE INCOME STATEMENTS WITNESS Doherty 

TEST YEAR ENDED DECEMBER 31,2001 REVISED 9-20-02 

Line December 31, 
# Description Reference 2001 2000 1999 

1 Revenue $3,642,257 $3,347,945 $ 2,925,552 

2 Operating Revenue Deductions 4,607,549 3,742,942 3,505,301 

3 Operating Income (Loss) L I - L 2  (965,292) (394,997L (579,749) 

4 Allowance for Funds Used During Construction 70,066 52,117 

5 Other Income 393,986 94,252 (1,638,296) 

6 Subtotal Other Income L 4 + L 5  464,052 146,369 (1,638,296) 

7 Net Income L 3 + L 6  $ (501,240) $ (248,628) $ (2,218,045) 

NOTE: 
INFORMATION FOR PREFERRED DIVIDENDS, COMMON STOCK AND EARNINGS PER SHARE OF COMMON S 
ARE NOT AVAILABLE FOR THE NAGD AND SCGD SINCE THEY ARE DIVISIONS AND HAVE NO COMMON STO 
PERFERRED STOCK. 

SCGD RCM FILED REVISED 9-20.xls 
Sec E!Sch-E-2 (Ol..Z60) 



CITIZENS COMMUNICATIONS COMPANY SECTION E 
SANTA CRUZ GAS DIVISION SCHEDULE E-3 

Page 1 of 1 
COMPARATIVE STATEMENT OF CHANGES IN FINANCIAL POSITION WITNESS Doherty 

TESTYEAR ENDED DECEMBER 31,2001 REVISED 9-20-02 

[ 1 1  [ 2  1 [ 3 1  141 

Line December 31, 
# Description Reference 2001 2000 1999 

SOURCE OF FUNDS 
From ODerations; 

1 Netlncome $ (501,240) $ (248,628) $ (2,218.045) 
2 Allowance for Funds Used During Construction (70,066) (52,117) 
3 Griffth Earnings 
4 Other Income (Expense) Items 
5 Sub-Total Sum ( L  1 to L 4 )  $ (571,306) $ (300,745) $ (2,218,045) 

6 Depreciation 510,049 465,923 458,880 

7 Total From Operations L 5 + L 6  (61,257) 165,178 (1,759,165) 

8 
9 
10 

11 
12 
13 
14 
15 
16 
17 

18 

19 

20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

31 

32 

[ a 1  
33 
34 
35 

[ b l  
[ C I  

From Other Sources: 
Increase in Customer Advances and ClAC 
Increase in Regulatory Liabilities 
Increase in Accumulated Deferred Income Taxes 
Increase in Accounts Payable Associated Companies 
Decrease in note Receivable Associated Companies 

Increase in Miscellaneous Operating Reserves 
Increase in Current & Accrued Liabilities 
Decrease in Current Assets 
Decrease in Other Assets 

(65,899) 1 1,925 (44,159) 
(1,299) 1,299 

(25,846) (2,582) 2,993 

I ,089,057 (4,095,87 1) 12,288,627 

Total From Other Sources Sum (L 6 ta L 17) 997,312 (4,149,206) i2,5a4,555 

TOTAL FUNDS PROVIDED L7+L18 $ 936,055 $ (3,984,028) $ 10,825,390 

APPLICATION OF FUNDS 

Construction Expenditures (Including CWP) 
"Retirements" Decreasing PIS at end of year 
Increase in Current Assets 
Increase in Other Assets 

Decrease in Mix: Operating Reserves 
Decrease in Current and Accrued Liabilbes (Excl AIP AC) 
Decrease in Regulatory Liabilities 
Decrease in Accumulated Deferred Income Taxes 
Decrease in Accounts Payable Associated Companies 
Increase in note Receivable Associated Companies 

$ 7 17,368 $ 644,012 $ 946,739 
50,734 [ c ]  

230,030 [ b ]  (3,309,206) [ b ] 4,307,417 [ b 1 
382,293 [ b ]  890,532 [ b ]  829,559 [ b ]  

67,578 [ c ]  60,796 [ c ]  

Funds Distributed Far Year (31 6,493) 

TOTAL FUNDS APPLIED Sum (L 20 to L 31) $ 936,055 

Chanae in UnaDproDriate Earned SurDl@s 
Funds Provided to Unappropriated Earned Sur L 5 $ (571,306) 
Change in Unappropriated Earned Surplus 254,813 
Total Distributed for Year $ (316,493) 

a 1  (2,270,162) 

8 13.984.028) 

a 1  4,690,941 [ a ] 

S 10.825.390 

$ (300,745) 
(1,969,417) 

$ (2,270,162) 

$ (2,218,045) 
6,908,986 

$ 4,690,941 

TO Sch A-5 Excludes Changes Intercompany Assets or Liabilities which are s To Sch A-5 TO Sch A-5 
Retirements are included in change in Plant balances as a reduction, therefore need to be added to get total for Construction Expenditures 

SCGD RCM FILED REVISED 9-20.xl~ 
Sec E!Sch-E-3 (AD1 ..A070) 



Line 
# - 

1 

2 

3 
4 

5 

6 

7 

8 

9 

CITIZENS COMMUNICATIONS COMPANY 
SANTA CRUZ GAS DIVISION 

COMPARATIVE CHANGES IN COMMON EQUITY 

SECTION E 
SCHEDULE E-4 

Page 1 of 1 
WITNESS Doherty 

TEST YEAR ENDED DECEMBER 31,2001 
REVISED 9-20-02 

Descridion 

Beginning Balance 

Add: Net Income 

Adjustment To Income Statement 
--Griffith Net Income 

-Adjustment to Natural Account 

-Miscellaneous 

Sub-Total 

Less: Transfer to Parent 

Ending Balance 

Reference 2001 

[ 3 1  [ 4 1  

2000 1999 

$ (248,628) $ (2,218,046) $ 4,690,941 

(501,240) (248,628) (2,218,046) 

(752,069) (2,466,674) 2,472,895 

248,628 2,218,046 (4,690,941 ) 

$ (503,441) $ (248,628) $ (2,218,046) 

TO SCh A-2 TO SCh A-2 TO SCh A-2 

NOTE: 
The NAGD and SCGD are operating divisions of Citizens Communicaitons and therefore do not issue debt or 

common or preferred stock. Therefore there are no dividends or other elements related elements. 

SCGD RCM FILED REVISED 9-20.xIs 
Sec E!Sch-E-4 (ARI..BCGO) 



SANTA CRUZ GAS DIVISION SCHEDULE E-5A 
Page 1 of 1 

DETAIL OF ACCUMULATED DEPRECIATION FOR TESTYEAR WITNESS Doherty 

TEST YEAR ENDED DECEMBER 31,2001 REVISED 9-20-02 

December 31, 
Reference 200 1 2000 1999 

Line 
# Description - 

JNTANGIBLE PLANT 
1 Franchises and Consents 
2 Miscellaneous Intangible Plant 
3 TOTAL INTANGIBLE PLANT 

$ 720 $ 720 302.00 $ 720 
303.00 
L 1  + L 2  720 720 720 

TRANSMISSION PLANT 
Land and Land Rights (T-2) 4 

5 Rights-of-way 
6 Mains 
7 
8 Transpoltation Main (T-2) 
9 TOTAL TRANSMISSION PLANT 

Measuring and Regulating Station Equip 

365.00 
366.00 1,334 
367.00 238,054 
369.00 8,168 

1,334 1,401 
230,013 221,973 

7,662 7,155 
374.00 

Sum L 4 to L 8 247,556 
~ 

239,009 230,529 

D I STR I B UTI 0 N PLANT 
Land 
Structures and Improvements 
Mains 
Measuring and Regulating Stabon EquipGen 
Measunng and Regulabng Stabon Equipcity Gate 
SeMces 
Meters 
Meter Installabons 
Regulaton 
Regulator Installations 
Industrial Measurement Equipment 
Other Equipment 

TOTAL DISTRIBUTION PLANT 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 

374 10 
375 00 
376 00 
378 00 
379 00 
380 00 
381 00 
382 00 
383 00 
384 00 
385 00 
387 00 

Sum L 10 to L21 

6,915 
3,413,557 

4831 6 
5,124 

2,255,903 
425,177 
76,446 

148,992 
19 

1,621 

6,382,270 

6,831 
3,204,086 

45,927 
4,751 

2,073,285 
396,518 
68,866 

137,506 

1 ,I 88 

5,938,958 

6,329 
3,021,062 

43,348 
4,378 

1,893,938 
372,616 
61,531 

125,432 

792 

5,529,426 

GENERAL PLANT 
Land and Land Rights 
Structures and Improvements 
Office Furniture and Equipment 
Office Furniture and Equipment-Mechanical 
Office Furniture and Equipment-Computer 
Transportation Equipment 
Stores Equipment 
Tools, Shop and Garage Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communications Equipment 
Miscellaneous Equipment 
Other Tangible Property 

TOTAL GENERAL PLANT 

23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 

37 

38 

39 

40 
41 
42 
43 

44 

389 00 
390.00 
391 00 
391.10 
391 20 
392.20 
393.00 
394.00 
395.00 
396.00 
397.00 
398.00 
399.00 

Sum L 23to L 35 

22,262 
7,926 

18,423 14,585 
7,713 7,088 

111,010 

46,335 
8,390 

23,530 
1,036 
1,326 

1 14,398 

4231 2 
7,908 

23,530 
399 

1,184 

216,067 

11 1,694 

38,573 
7,436 

35,080 

1,042 

215,498 221 ,81 5 

TOTAL GAS PLANT IN SERVICE Ls3+9+22+36 6,852,361 6,394,754 5,976,173 

LESS Contributions in Aid of Construmon (1 56,049) (140,913) (1 27,459) 

6,253,841 5,848,714 NET PLANT IN SERVICE 

Citizens Acquisition Adjustment 

L 37 + L 38 6,696,312 

Citizens Acquisition Adjustment-Transwestern 
Accumulated Depreciation 
Construction Work in Progress 

TOTAL NET PLANT $ 6,696,312 $ 6,253,841 $ 5,848,714 

SCGD RCM FILED REVISED 9-20.xl~ 
Sec E!Sch-E5A (BFI ..BQ60) 



CITIZENS COMMUNICATIONS COMPANY 
SANTA CRUZ GAS DIVISION 

PROJECTED CHANGES IN FINANCIAL POSITION 

TEST YEAR ENDED DECEMBER 31,2001 

[ I 1  121 

# Description Reference 200 1 

Year Ended 
Line December 31, 
- 

SOURCE OF FUNDS 
From ODerations: 

1 Netlncome $ (501,240) 
2 Allowance for Funds Used Dunng Construction (70,066) 
3 Griffith Earnings 
4 Other Incope (Expense) Items 
5 Sub-Total Sum ( L 1 to L 4 ) $ (571,306) 

6 Depreciation 510,049 

7 Total From Operations L 5 + L 6  (61,257) 

8 
9 
10 
1 1  
12 
13 
14 
15 
16 
17 

18 

19 

20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

31 

32 

[ a  1 
33 
34 
35 

[ b l  
[ C I  

From Other Sources: 
Increase in Customer Advances and ClAC (65,899) 
Increase in Regulatory Liabilities 
Increase in Accumulated Deferred Income Taxes 
Increase in Accounts Payable Associated Companies 
Decrease in note Receivable Associated Companies 

Increase in Miscellaneous Operating Reserves 
Increase in Current & Accrued Liabilities 

Decrease in Current Assets 
Decrease in Other Assets 

SECTION F 
SCHEDULE F-2 

Page 1 of 1 
WITNESS Mason 

REVISED 9-20-02 

131 ( 4 1  
Projected Year Ended 12-31-02 
Present Proposed 
Rates Rates 

$ (176,000) $ 559,000 
(70,066) C10,OW 

$ (246,066) $ 488,934 

536,134 536,134 

290,068 1,025,068 

(25,846) 
1,089,057 

- [ b l  195,632 
- [ b l  
- [ b l  
- [ b l  

Total From Other Sources Sum (L 8 to L 17) 997,312 195,632 

TOTAL FUNDS PROVIDED L7+L18 $ 936,055 $ 485,700 $ 1,025,068 

APPLICATION OF FUNDS 

Construction Expenditures (Including CWIP) 
"Retirements" Decreasing PIS at end of year 
Increase in Current Assets 
Increase in Other Assets 

Decrease in Misc Operabng Reserves 
Decrease in Current and Accrued Liabilibes 
Decrease in Regulatory Liabilities 
Decrease in Accumulated Deferred Income Taxes 
Decrease in Accounts Payable Associated Companies 

Increase in note Receivable Associated Companies 

717,368 
67,578 

230,030 
382,293 

$ 
C I  

b l  
b l  

485,700 $ 485,700 

539,368 

Funds Distributed For Year (316,493) [ a 1 $ $ 

TOTAL FUNDS APPLIED Sum(L20toL31) $ 936,055 $ 485,700 $ 1,025,068 

Chanae in Unaporowiate Famed Surdus TO Sch A-5 TO Sch A-5 
Funds Provided to Unappropriated Earned Surpl L 5 (571,306) 
Decrease in Unappropriated Earned Surplus 
Total Distributed for Year 

254,813 
$ (316,493) 

Excludes Changes Intercompany Assets or Liabilities which are shown separately 
Retirements are included in change in Plant balances as a reduction, therefore need to be added to get total for Construction Expen 

NOTE: NAGD and SCGD do not issue debt or equity securities and therefore there are no changes in those categories. 

SCGD RCM FILED REVISED 9-20.xl~ 
Sec F!Sch_F2 (01 ..270) 



Line 
# 

CITIZENS COMMUNICATIONS COMPANY 
SANTA CRUZ GAS DlVlSlON 

PROJECTED CONSTRUCTION REQUIREMENTS 
AT PRESENT AND PROPOSED RATES 

SECTION F 
SCHEDULE F-3 

Page 1 of 1 
WITNESS Mason 

TESTYEAR ENDED DECEMBER 31,2001 REVISED 9-20-02 

11 1 121 131 [ 4  1 

Year Ended Projected Year Ended December 31, 

DescriDtion 
December 31, 

2001 2002 2003 

INTANGIBLE PLANT $ 13,847 $ $ 

TRANSMISSION PLANT 314,709 

DISTRIBUTION PLANT 13,003,375 479,700 900,000 

GENERAL PLANT 596,354 6,000 100,000 

$ 13,928,285 $ 485,700 $ 1,000,000 

TO A-4 

TOTAL PLANT 

TOTAL 2001 $ 13,928,285 

Less: ClAC (478,911) 

NET CITIZENS' FUNDS $ 13,449,374 

2004 

$ 

550,000 

50,000 

$ 600,000 

TO A-4 

SCGD RCM FILED REVISED 9-20.xls 
Sec F!Sch-F-3 (ACI ..AN60) 



CITIZENS COMMUNICATIONS COMPANY 

SANTA CRUZ GAS DIVISION 

RATE CASE FILING 

TEST YEAR ENDED DECEMBER 31,2001 

SCGD RCM FILED REVISED 9-20.xl~ 



CITIZENS COMMUNICATIONS COMPANY 
SANTA CRUZ GAS DIVISION 

TEST YEAR ENDED DECEMBER 31,2001 

1 CITIZENS COMMUNICATIONS COMPANY 
2 SANTA CRUZ GAS DIVISION 
3 TEST YEAR ENDED DECEMBER 31,2001 
4 SCGD 

SECTION A 

5 SCHEDULE 
6 SCHEDULE 

7 SCHEDULE 
8 SCHEDULE 

9 SCHEDULE 
10 SCHEDULE 

SECTION B 

11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

SCHEDULE 

SCHEDULE 
SCHEDULE 

SCHEDULE 
SCHEDULE 

SCHEDULE 
SCHEDULE 

SCHEDULE 
SCHEDULE 

SCHEDULE 
SCHEDULE 

SCHEDULE 
SCHEDULE 

SCHEDULE 
SCHEDULE 
SCHEDULE 

SCHEDULE 

SECTION C 

31 SCHEDULE 

32 SCHEDULE 
33 ADJUSTMENT 

34 ADJUSTMENT 
35 ADJUSTMENT 

36 ADJUSTMENT 
37 ADJUSTMENT 

38 ADJUSTMENT 
39 ADJUSTMENT 

40 ADJUSTMENT 
41 ADJUSTMENT 

42 ADJUSTMENT 
43 ADJUSTMENT 
44 ADJUSTMENT 

A- 1 
A-2 

A-3 
A-3A 

A-4 

A-5 

B- 1 
8-2 

8-3 
B-4 

B-4A 

8-48 
B-4C 
B-5 

B-5A 
8-58 

B-6 

8-7 
B-8 
B-9 

B-10 
B-11 

8-12 

c-1 
c-2 
A 

B 

C 
D 

E 
F 
G 
H 

I 
J 

K 
L 

SUMMARY SCHEDULES 
COMPUTATION OF INCREASE IN GROSS REVENUE REQUIREMENT 

SUMMARY RESULTS OF OPERATIONS 
SUMMARY OF CAPITAL STRUCTURE AND CALCULATION OF FAIR VALUE RATE BASE 

CITIZENS COMMUNICATIONS CAPITAL STRUCTURE DECEMBER 31 1999 to 2001 

CONSTRUCTION EXPENDITURES. PLANT PLACED IN SERVICE AND GROSS PLANT 

SUMMARY CHANGES IN FINANCIAL POSITION 

RATE BASE SCHEDULES 
SUMMARY OF ORIGINAL COST AND RCND RATE BASE ELEMENTS 

PRO FORMA ORIGINAL COST NET PLANT IN SERVICE 
RCND NET UTILITY PLANT IN SERVICE 

RCND BY MAJOR PLANT ACCOUNT 

PRO FORMA ADJUSTMENTS TO PLANT IN SERVICE 
PRO FORMA ADJUSTMENTS TO ACCUMULATED DEPRECIATION 

SUMMARY OF RCN PLANT CALCULATIONS 
COMPUTATION OF WORKING CAPITAL 
M Y  

WORKING CAPITAL FOR COST OF SERVICE DISTRIBUTION 

COMMON PLANT 
DEFERRED INCOME TAXES 
CONTRIBUTIONS IN AID OF CONSTRUCTION 

OTHER RATE BASE COMPONENTS 

CUSTOMER ADVANCES FOR CONSTRUCTION 
CARES PROGRAM 

GAIN ON SALE OF PROPERTY 

OPERATING REVENUE AND EXPENSES 

INCOME STATEMENT AND PRO FORMA ADJUSTMENTS 

OPERATING REVENUE 

SALARIES AND WAGES 
UNCOLLECTIBLE EXPENSE AND INTEREST ON DEPOSITS 

REGULATORY, MISCELLANEOUS AND PER DIEM 

INSURANCE 
INJURIES AND DAMAGES 

EMPLOYEE PENSION AND BENEFITS 
TAXES-OTI--PROPERTY, PAYROLL & OTHER 

DEPRECIATION 

LEASE ON ADMINISTRATION BUILDING 

REMOVAL OF PRIOR PERIOD TAX REFUNDS 
ADMINISTRATIVE OFFICE EXPENSES 

SCGD RCM FILED REVISED 9-20.Xls 
Control!Control-P-l (AI  ..K60) 

CONTROL 
Page 1 o f 3  

REVISED 9-20-02 

WITNESS 

Mason 
Mason 
Mason 
Mason 
Mason 
Mason 

Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Mason 
Mason 
Mason 
Mason 
Apuno 
Doherty 
Doherty 
Doherty 
Mason 
Doherty 

Doherty 
Doherty 

HamsonlDo herty 
Mason 
Doherty 
Mason 
Mason 
Mason 
Mason 
Apuno 
Doherty 
Doherty 
Apuno 
Mason 



45 
46 
47 
48 
49 
50 
51 
52 

53 

ADJUSTMENT 
ADJUSTMENT 

ADJUSTMENT 

ADJUSTMENT 
ADJUSTMENT 

ADJUSTMENT 

ADJUSTMENT 
ADJUSTMENT 

SCHEDULE 

SECTION D 

54 SCHEDULE 

55 SCHEDULE 

56 SCHEDULE 
57 SCHEDULE 

58 SCHEDULE 
59 SCHEDULE 

60 SCHEDULE 

CITIZENS COMMUNICATIONS COMPANY 
SANTA CRUZ GAS DIVISION 

TEST YEAR ENDED DECEMBER 31,2001 

AMORTIZATION OF GAIN ON SALE OF PROPERTY-SCHEDULE "8-12" 

MAINTENANCE EXPENSE RELATED TO GAS SUPPLY LINE 
AMORTIZATION OF Y2K" EXPENSES 

POSTAGE EXPENSE 

CARES DISCOUNT AND EXPENSE 

OPEN 
COMPUTATION OF STATE AND FEDERAL INCOME TAXES 

OPEN 

C-3 GROSS REVENUE CONVERSION FACTOR 

RATE OF RETURN ON FAIR VALUE RATE BASE 
RATE OF RETURN ON FAIR VALUE RATE BASE 

AND COST OF CAPITAL ON ORIGINAL COST RATE BASE 
CAPITAL STRUCTURE OF CITIZENS COMMUNICATIONS COMPANY 

D-I 

D-IA 
D-2 W T  

D-2A COST OF DEBT - DECEMBER 31.2001 

D-3 COST OF PREFERRED STOCK 

D-3A COST OF PREFERRED STOCK - DECEMBER 31.2001 

D-4 COST OF COMMON EQUITY 

61 AT PRESENT AND PROPOSED RATES 

SECTION E 

62 SCHEDULE 
63 SCHEDULE 

64 SCHEDULE 

65 SCHEDULE 
66 SCHEDULE 
67 SCHEDULE 

68 SCHEDULE 

69 SCHEDULE 
70 SCHEDULE 

71 SCHEDULE 
72 SCHEDULE 

73 SCHEDULE 

SECTION F 
74 SCHEDULE 

75 SCHEDULE 

76 SCHEDULE 

77 SCHEDULE 

E- 1 

E-2 
E-3 
E-4 
E-5 

E-5A 

E-6 
E-6A 
E-6B 

E-7 
€4 
E-$ 

F- I  

F-2 

F-3 

F-4 

FINANCIAL STATEMENTS AND STATISTICAL SCHEDULES 

COMPARATIVE BALANCE SHEETS 
COMPARATIVE INCOME STATEMENTS 

COMPARATIVE STATEMENT OF CHANGES IN FINANCIAL POSITION 

COMPARATIVE CHANGES IN COMMON EQUITY 
DETAIL OF UTILITY PLANT FOR TEST YEAR 
DETAIL OF ACCUMULATED DEPRECIATION FOR TEST YEAR 

COMPARATIVE DEPARTMENTAL OPERATING INCOME STATEMENTS 
COMPARATIVE OPERATING INCOME STATEMENTS--BY FERC ACCOUNT 

COMPARATIVE OPERATING INCOME STATEMENTS-ELIMINATE GRlFFlTH 

OPERATING STATISTICS 
TAXES CHARGED TO OPERATIONS 

NOTES TO FINANCIAL STATEMENTS 

PROJECTIONS AND FORECASTS 
PROJECTED FINANCIAL STATEMENTS 

PROJECTED CHANGES IN FINANCIAL POSITION 

PROJECTED CONSTRUCTION REQUIREMENTS 
ASSUMPTIONS USED IN DEVELOPING PROJECTIONS 

SCGD RCM FILED REVISED 9-2O.XlS 
Control!Control-P-2 (A61 ..K120) 

CONTROL 
Page 2 o f 3  

REVISED 9-20-02 

Doherty 
Doherty 
Doherty 
Doherty 
Mason 

AQUZZO 

Doherty 

Rosenberg 

Mason 
Rosen berg 

Mason 
Mason 
Mason 

Rosenberg 

Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Doherty 

Mason 
Mason 
Mason 
Mason 



SECTION G 

78 SCHEDULE 

79 SCHEDULE 
80 SCHEDULE 

81 SCHEDULE 
82 SCHEDULE 

83 SCHEDULE 

84 SCHEDULE 

SECTION H 
85 SCHEDULE 

86 SCHEDULE 

87 SCHEDULE 
88 SCHEDULE 
89 SCHEDULE 

90 SCHEDULE 

91 SCHEDULE 

WORKPAPERS 

92 SCHEDULE 
93 SCHEDULE 
94 SCHEDULE 

95 SCHEDULE 

96 SCHEDULE 

CITIZENS COMMUNICATIONS COMPANY CONTROL 

TEST YEAR ENDED DECEMBER 31,2001 
SANTA CRUZ GAS DIVISION Page 3 of3 

REVISED 9-20-02 

COST OF SERVICE STUDY-(See Separate Model) 
COST OF SERVICE AT PRESENT RATES G-I 

G-2 
G-3 

COST OF SERVICE AT PROPOSED RATES 
RATE BASE ALLOCATION OT CLASS OF SERVICE 

G-4 EXPENSE ALLOCATION TO CLASS OF SERVICE 

G-5 DISTRIBUTION OF RATE BASE BY FUNCTION 

G-6 DISTRIBUTION OF EXPENSES BY FUNCTION 

G-7 ALLOCATION FACTORS 

EFFECT OF PROPOSED TARIFF SCHEDULES-(See Separate Model) 
SUMMARY OF REVENUE BY CUSTOMER CLASSIFICATION H-I  

H-1A SUMMARY OF REVENUE BY DETAIL RATE SCHEDULE 

H-2 ANALYSIS OF MARGIN REVENUE 

H-3 CHANGES IN COMPARATIVE RATE SCHEDULES 

H-4 TYPICAL BILL ANALYSIS-SUMMARY 

H-5 TYPICAL BILL ANALYSIS-DETAIL 

H-6 PROPOSED TARIFFS AND RULES AND REGULATIONS 

WP-I RESULTS OF OPERATIONS COMPARISONS 1999 to 2001 
WP-2 PLANT ADDITIONS. RETIREMENTS. TRANSFERS and OTHER-1992 to 2001 

WP-2A PLANT ADDITIONS. RETIREMENTS. TRANSFERS and OTHER-1985 to 1991 

WP-4 E- 
WP-3 REVENUE ANNUALIZATION AND NORMALIZATION 

COST OF SERVICE 
97 PAGE 1 
98 PAGE 2 
99 PAGE 3 
## PAGE 4 
## PAGE 5 

## PAGE 7 
## PAGE 6 

COST OF SERVICE INPUT DATA 

PLANT IN SERVICE 
ACCUMULATED DEPRECIATION 
OTHER RATE BASE ELEMENTS 

REVENUES 

CUSTOMER ACCOUNTING 8 COLLECTION 
DEPRECIATION 8 AMORTIZATION 

RATE OF RETURN 

SCGD RCM FILED REVISED 9-2O.XlS 
Control!Control-P-3 (A1 21 ..K180) 

Harrison 
Harrison 
Harrison 
Harrison 
Harrison 
Harrison 
Harrison 

Harrison 
Harrison 
Harrison 
Harrison 
Harrison 
Harrison 
Harrison 

Doherty 
Doherty 
Doherty 
Doherty 
Doherty 

Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Doherty 
Doherty 



CITIZENS COMMUNICATIONS COMPANY 
SANTA CRUZ GAS DIVISION 

TEST YEAR ENDED DECEMBER 31,2001 

COMPARISON BETWEEN "RCM" and "COS INPUT" AT PRESENT RATES 

[ I 1  [ 2 1  [ 3 1  [ 4 1  

LINE Reference AMOUNT PER AMOUNT PER 
# DESCRIPTION Or Factor RCM COS INPUT DIFFERENCE - 

1 
2 

3 

4 
5 
6 
7 
8 
9 
10 

11 
12 
13 
14 

15 

16 

17 

18 
19 

20 

21 
22 
23 
24 
25 

26 
27 
28 
29 

30 

31 

REVENUES-MARGI N 
REVENUES--COMMODITY COSTS 

TOTAL REVENUES 

$ 1,493,464 $ 1,493,464 $ 
2,322,476 2,322,476 - 
3,815,940 3,815,940 - 

COMMODITIES 2,322,476 2,322,476 - 
OTHER PRODUCTION 4,874 4,874 
TRANSMISSION & DISTRIBUTION 465,869 465,869 
CUSTOMER ACCOUNTING 576,987 576,987 
SALES 152 152 - 
ADMINISTRATIVE AND GENERA 377,118 377,118 
TOTAL OPERATING EXPENSES 3,747,476 3,747,476 - 

DEPRECIATION & AMORTIZATION 
OTHER AMORTIZATION 
TAXES OTHER THAN INCOME 
TOTAL EXPENSES - BIT 

278,619 278,619 
1 1,543 11,543 

272,827 272,827 
4,310,465 4,310,465 

OPERATING INCOME -- BIT (494,525) (494,525) - 

INCOME TAXES (284,127) (284,127) 

NET OPERATING INCOME $ (210,398) $ (210,398) $ 

PLANT IN SERVICE $ 14,363,808 $ 14,363,808 - 
ACCUMULATED DEPRECIATION (6,900,880) (6,900,880) 

NET PLANT 7,462,928 7,462,928 

ACCUMULATED DEFERRED INCOME TAXES 
CONTRl BUTIONS-in-aid-of-CONSTRUCTION ("CIAC) 
AMORTIZATION OF CIAC 
ADVANCES FOR CONSTRUCTION 
CUSTOMER DEPOSITS 

MATERIALS AND SUPPLIES 
WARM SPIRIT 
CARES 
ALLOWANCE FOR WORKING CAPITAL 

TOTAL RATE BASE 

(705,259) 
(478,911) 
156,049 

(569,025) 
(61,006) 

46,702 - 
(80,563) 

(705,259) 
(478,911) 
156,049 

(569,025) 
(61,006) 

46,702 

(80,559) 

$ 5,770,915 $ 5,770,919 $ (4) 

RATEOFRETURNATPRESENTRATES -3.6458393% -3.6458368% -0.0000025% 



CITIZENS COMMUNICATIONS COMPANY 

SANTA CRUZ GAS DIVISION 

SUMMARY SCHEDULES 

SECTION A 
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SECTION A CITIZENS COMMUNICATIONS COMPANY 
SANTA CRUZ GAS DIVISION SCHEDULE A-3 

Page 1 of 1 
iUMMARY OF CAPITAL STRUCTURE AND CALCULATION OF FAR VALUE RATE BASE 

TEST YEAR ENDED DECEMBER 31,2001 
WITNESS Mason 

Line 
# Description Ratio RCND - 

SCh. B-I 
CaDital Ratios of Citizens Communications ComDanv I b 1 

Year Ended 12/31/99 
1 -Debt 50.20% 
2 -Preferred Stock 4.72% 
3 -CommonEquity 45.08% 
4 Total 100.00% 

Year Ended 12/31/00 
5 -Debt 
6 -Preferred Stock 
7 -CommonEquity 
8 Total 

Year Ended 12/31/01 
9 -Debt 
10 -Preferred Stock 
I 1  -Common Equity 
12 Total 

62.80% 
3.90% 

33.30% 
100.00% 

75.1 1 % 
2.33% 

22.56% 
100.00% 

Year Ended 12/31/02 IProiected) I a 1 
13 --Debt 75.00% 
14 --Preferred Stock 2.30% 
15 -Common Equity 
16 Total 

PRO FORMA FOR RATE CASE 

17 -Debt 
18 -Preferred Stock 
19 -Common Equity 
20 Total 

22.70% 
100.00% 

50.00% 
0.00% 

50.00% 
100.00% 

Fair Value Rate Base 

1 --RCND Component 50.00% $ 10,318,874 

2 -Original Cost Component 50.00% 

3 -Fair Value Rate Base 100.00% 

REVISED 9-20-02 
[ 3 1  [ 4 1  

Original Fair 
cost Value 

[I 1 ' [ 2 1 o r [ 3 1  SCh. B-I 

$ 5,159,437 

$ 5,844,760 2,922,380 

$ 8,081,817 

[ a ] Citizens Communications does project capital sturcture. Therefore the 12 / 31 / 01 Capital Structure was used as basis for projec 

[ b ] Citizens Communications did not have any Short-Term Debt for any of the years presented. 

SCGD RCM FILED REVISED 9-2O.xlS 
Sch-A-3 (AKI ..AV60) 



CITIZENS COM M UNlCATlONS COMPANY 
SANTA CRUZ GAS DIVISION 

CITIZENS COMMUNICATIONS CAPITAL STRUCTURE DECEMBER 31 1999 to 2001 
TEST YEAR ENDED DECEMBER 31,2001 

[ I 1  [ 2 1  

Line 
# Description Reference Amount - 

CaDital Ratios of Citizens Communications ComDanv I b 1 

Year Ended 12/31/99 
1 --Long-term Debt 
2 -Current Maturities 
3 -Energy Units 
4 Total Long-Term Debt 

5 -Preferred Stock 
6 -Common Equity 
7 Total 

Year Ended 12/31/00 
8 --Long-term Debt 
9 --Current Maturities 
10 -Energy Units 
I 1  Total Long-Term Debt 

ccc 1 0 4  
F-3 $ 2,107,460,000 

F-3 31 ,I 56,000 

F-3 

L l + L 2 + L 3  

F-3 

F-3 
L 4 + L 5 + L 6  

CCC 10-K 
F-3 5 3,062,289,000 

F-3 181.014,OOO 

F-3 

L 8 +  L 9 +  L 10 

12 -Preferred Stock F-3 

13 -Common Equity F-3 

Total L I 1  + L 12+ L 13 

Year Ended 12/31/01 
15 -Long-term Debt 
16 --Current Maturities 
17 --Energy Units 
18 Total Long-Term Debt 

19 --Preferred Stock 
20 --Common Equity 
21 Total 

ccc 1o-K 
F-3 $ 5,534,906,000 

F-3 483.906.000 

F-3 460,000,000 

L 15+ L 16+ L 17 

F-3 

F-3 
L 18 + L 19 + L 20 

Year Ended 12/31/02 (Proiected) I a 1 
22 --Long-term Debt $ 

25 Total Long-Term Debt L 2 2 + L 2 3 + L 2 4  

23 ---Current Maturities 
24 ---Energy Units 

26 -Preferred Stock 
27 --Common Equity 
28 Total L 2 5 + L 2 6  L 2 7  

SECTION A 
SCHEDULE A-3A 

Page 1 of 2 
WITNESS Mason 

REVISED 9-20-02 
[ 3 1  [ 4 1  

Amount Ratio 
[ 3 ] to Total 

$ 2,138,616,000 50.20% 

201,250,000 4.72% 
I ,919,935,000 45.08% 

5 4.359 ROl.OOO 100.00% 

$ 3,243,303.000 62.80% 

201,250,000 3.90% 
1,720.001,OOO 33.30% 

$ 5,164,554,000 100.00% 

$ 6,478,812.000 75.11% 

201,250,000 2.33% 
22.56% 

$ 8,626,204,000 100.00% 
1,946,142,000 

$ #DIV/O! 

#DIV/O! 
#DIV/O! 
#DIV/O! $ 

[ a ] 

[ b ] 

Citizens Communications does project capital sturcture. Therefore the 12 / 31 / 01 Capital Structure was used as basis for projec 

Citizens Communications did not have any Short-Term Debt for any of the years presented. 
SCGD RCM FILED REVISED 9-20.xl~ 
Sch!Sch-A_3A (AK61 ..AV120) 4b 



CITIZENS COMMUNICATIONS COMPANY 
SANTA CRUZ GAS DIVISION 

SUMMARY OF CAPITAL STRUCTURE AND WEIGHTED COSTS 
TEST YEAR ENDED DECEMBER 31,2001 

Line 
# Description Ratio - 

Capital Ratios of Citizens Communications Cornpanv I b 1 

Year Ended 12/31/99 
1 -Debt 
2 --Preferred Stock 
3 -CommonEquity 
4 Total 

Year Ended 12/31/00 
5 -Debt 
6 --Preferred Stock 
7 -CommonEquity 
8 Total 

Year Ended 12/31/01 
9 -Debt 
10 --Preferred Stock 
I 1  -Common Equity 
12 Total 

Year Ended 12/31/02 (Proiected) I a I 
13 -Debt 
14 -Preferred Stock 
15 --Common Equity 
16 Total 

50.20% 
4.72% 

45.08% 
100.00% 

62.80% 
3.90% 

33.30% 
100.00% 

75.11% 
2.33% 

22.56% 
100.00% 

75.00% 
2.30% 

22.70% 
100.00% 

SECTION A 
SCHEDULE A-3A 

Page 2 of 2 
WITNESS Mason 

REVISED 9-20-02 
[ 3 1  141 

Year End Earned 
Weighted 
Cost Rate 

6.770% 
5.240% 
5.350% 

7.145% 
5.240% 

-2.490% 

7.689% 
5.240% 

-5.31 0% 

7.689% 
5.240% 

NIA 

[ a ] 

[ b ] 

[ a ] 

Citizens Communications does project capital sturcture. Therefore the 12 I 31 I O 1  Capital Structure was used as basis for projec 

Citizens Communications did not have any Short-Term Debt for any of the years presented. 

Used 12 I 31 I 01 Capital Structure as basis for projection. 

SCGD RCM FILED REVISED 9-2O.XlS 
Sch-A-3-A-P2 (AK121 ..AV180) 
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CITIZENS COMMUNICATIONS COMPANY 

SANTA CRUZ GAS DIVISION 

RATE BASE SCHEDULES 

SECTION B 
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CITIZENS COMMUNICATIONS COMPANY SECTION B 
SANTA CRUZ GAS DIVISION SCHEDULE 8-2 

Page 1 of 1 
PRO FORMA ORIGINAL COST NET PLANT IN SERVICE WITNESS Doherty 

TEST YEAR ENDED DECEMBER 31,2001 

REVISED 9-20-02 

[ I 1  121 [31 

Net 
Line Plant in Service Accumulated Plant in Service 

# Description At 1 2-31 -01 Depreciation At 1 2-3 1 -0 1 - 
[I ]+I21 

1 Balance at December 31,2001 $ 14,363,808 [ a ]  $ (6,900,880) [ b )  $ 7,462,928 

2 Common Plant Adjustment 

TOTAL 

[ a ] Schedule 8-4 

[ b ] Schedule 8-48 

[ c ] To Schedule 6-1 

SCGD RCM FILED REVISED 9-20.A~ 
Sec B!Sch-B-2 (Q1 ..AC60) 

$ (6,900,880) $ 7,462,928 $ 14,363,808 

I C 1  [ C I  
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CITIZENS COMMUNICATIONS COMPANY 
SANTA CRUZ GAS DIVISION 

RCND BY MAJOR PLANT ACCOUNT 
TEST YEAR ENDED DECEMBER 31,2001 

Line Account 
# Description Number - 

INTANGIBLE PLANT 
1 Franchises and Consents 302.00 
2 Miscellaneous Intangible Plant 303.00 
3 TOTAL INTANGIBLE PLANT L l + L 2  

TRANSMISSION PLANT 
4 Land and Land RightslRights of Way 365.00 
5 Structures & Improvements 366.00 
6 Mains 367.00 
7 Measuring and Regulating Station Equip 369.00 
8 Other Equipment 374.00 
9 TOTAL TRANSMISSION PLANT Sum L 4 to L 8  

DISTRIBUTION PLANT 
10 Land 374. I O  
11 Structures and Improvements 375.00 
12 Mains 376.00 
13 Measuring and Regulating Station Equip-Gen 378.00 
14 Measuring and Regulating Station Equip-City Gate 379.00 
15 
16 
17 
18 
19 
20 
21 
22 

Services 
Meters 
Meter Installations 
Regulators 
Regulator Installations 
Industrial Measurement Equipment 
Other Equipment 

TOTAL DISTRIBUTION PLANT 

GENERAL PLANT 
23 Land and Land Rights 
24 Structures and Improvements 
25 Office Furniture and Equipment 
26 Office Furniture and Equipment-Mechanical 
27 Office Furniture and Equipment-Computer 
28 Transportation Equipment 
29 Stores Equipment 
30 
31 Laboratory Equipment 
32 Power Operated Equipment 
33 Communications Equipment 
34 Miscellaneous Equipment 
35 Other Tangible Property 
36 TOTAL GENERAL PLANT 

Tools, Shop and Garage Equipment 

37 TOTAL GAS PLANT IN SERVICE 

38 Less: Non Depreciable Plant 

39 DEPRECIABLE PLANT IN SERVICE 
SCGD RCM FILED REVISED 9-20.A~ 
SecB!Sch B 5 (BOI..BZ60) 

380.00 
38 I .OO 
382.00 
383.00 
384.00 
385.00 
387.00 

Sum L 10 to L 21 

389.00 
390.00 
391 .OO 
391.10 
391.20 
392.20 
393.00 
394.00 
395.00 
396.00 
397.00 
398.00 
399.00 

Sum L 23 to L 35 

Ls3+9+22+36 

-L4-10-23 

L 37 - L 38 

SECTION B 
SCHEDULE 8-4 

Page 1 of 1 
WITNESS Doherty 

REVISED 9-20-02 
[ 2 1  131 

Trended 
Reproduction Plant in Service 

Cost New At 12-31 -01 

$ 5,000 $ 5,000 
8,847 8,847 

13,847 13,847 

43,973 43,973 

930,964 835,102 
19,117 12,243 

994,054 891,318 

25,442 
15,125 

13,825,998 
209,776 

15,350 
6,273,502 
1,502,071 

681,946 
. 403,643 

3,319 
15,727 

22,971,899 

25,442 
8,247 

7,444.089 
95,924 
12,144 

3,575,492 
1,118,258 

353,454 
299,491 

3,319 

12,935,860 

121,974 109,662 
10,640 10,306 

206,314 

157,355 
24,881 
66,036 
1531 3 
2,338 

605,051 

202,227 

146,413 
15,873 
20,526 
15,513 
2,263 

522,783 

24,584,851 14,363,808 

(69,415) (69,415) 

$ 24,515,436 $ 14,294,393 

TO Sch. B-3 TO SCh 8-2 
NOTE: Reference changed to "8-4" for Hard Copy but Electronic Reference of "8-5" not changed. 
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CITIZENS COMMUNICATIONS COMPANY 
SANTA CRUZ GAS DIVISION 

RECONCILIATION OF EXPENSES-LEAD LAG STUDY 
TEST YEAR ENDED DECEMBER 31,2001 

11 1 

Line 
- # Description Reference 

1 Total Expenses for Working Capital Calculation Sch 8-5, COl [ 2 1, L 30 

2 Less: Voucher Lag Expenses L 18 

3 Total Exclusive of Voucher Lag Expenses L 1 - L 2  

AMOUNTS ON SCHEDULE "B-6" NOT INCLUDED ON SCHEDULE "C-1" 

4 Purchased Commodity Sch 8-5, COI [ 21, L 1 

5 Interest Expense 

6 Equity Cost 

Sch B-5, COl [ 2 1. L 14 

Sch 5 5 ,  Col[ 21, L 15 

7 

8 Taxes-OTI: Regulatory Assessments 

Taxes-OTI: Gross Receipts, Franchise & Sales SCh 8-5, COI [ 2 1, L 19 

SCh 8-5, COI [ 2 1, L20 

9 Other 

10 SubTotal Sum L 4  to L 9 

11 L 3 - L 1 0  
AMOUNTS ON SCHEDULE "C-1" NOT INCLUDED ON SCHEDULE "B-6" 

12 Depreciation & Amortiition 

13 Uncollectibles 

14 Rate Case Amortization 

15 SubTotal Sum L 12 to L 14 

16 TOTAL BEFORE VOUCHER LAG EXPENSES L11 +L15 

17 Total Expenses on Schedule C-1 L 21 

SECTION B 
SCHEDULE B-5A 

Page 1 of 1 
WITNESS Mason 

REVISED 9-20-02 

Amount Amount 

$ 3,907,521 

269,523 

3,637,998 

$ 2,020,575 

195,799 

290.01 1 

7,760 

0 

2,514,145 

1,123.853 

290.162 

10,057 

10,267 

310,486 

1,434,339 

1,703,862 

18 VOUCHER LAG EXPENSES L 17- L 16 269,523 

TOTALS FROM SCHEDULE "C-1" 
19 TOTAL OPERATING EXPENSES Sch C-1, COI [ 61, L25 

20 TOTAL TAXES ON INCOME-PRESENT RATES Sch C-1, COI [ 6 1, L 27 

21 TOTAL EXPENSES AT PRESENT WlES L 19 + L 20 

$ 1,987,989 

(284,127) 

s 1,703,862 

SCGD RCM FILED REVISED 9-20.xls 
Sec B!Sch-B-6-A (DG66.DT130) NOTE: Reference changed to "B-5A" for Hard Copy but Electronic Reference of "B-6-A" not changed. 
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CITIZENS COMMUNICATIONS COMPANY 
SANTA CRUZ GAS DIVISION 

COMMON PLANT 
TEST YEAR ENDED DECEMBER 31,2001 

SECTION B 
SCHEDULE B-6 

Page 1 of 2 
WITNESS Mason 

REVISED 9-20-02 
"N 0 T A P  P L I C A B  L E" 

NOTE: Reference changed to "B-6 for Hard Copy but Electronic Reference of "8-3-Pl" not changed. 

SCGD RCM FILED REVISED 9-20.xlS 
Sec B!Sch-B-3-P1 (AFI ..AS60) 



CITIZENS COMM UNlCATlONS COMPANY 
SANTA CRUZ GAS DIVISION 

COMMON PLANT 
TEST YEAR ENDED DECEMBER 31,2001 

SECTION B 
SCHEDULE B-6 

Page 2 of 2 
WITNESS Mason 

REVISED 9-20-02 

" N O T  A P P L I C A B L E "  

NOTE: Reference changed to "B-6 for Hard Copy but Electronic Reference of ''B-3-PI'' not changed. 

0 SCGD RCM FILED REVISED 9-20.xls - 
See B!Sch-B-3-P2 (AF61 ..AS120) 



CITIZENS COMMUNICATIONS COMPANY 
SANTA CRUZ GAS DIVISION 

DEFERRED INCOME TAXES 
TEST YEAR ENDED DECEMBER 31,2001 

Line 
# Description - 

ACCUMULATED DEFERRED INCOME TAXES-FEDERAL 

1 -Accelerated Depreciation 

2 -AIT on Capitalized Interest 

3 -AITon ClAC 

4 -AITonAlAC 

5 -Other Schedule "M" Items 

6 -RSGM 

7 TOTAL FEDERAL ADIT 

ACCUMULATED DEFERRED INCOME TAXES-STATE 

8 -Accelerated Depreciation 

9 -AIT on Capitalized Interest 

10 -AIT on ClAC 

11 -AIT on AlAC 

12 -Other Schedule "M" Items 

13 -RSGM 

14 TOTAL STATE ADIT 

15 TOTAL ACCUMULATED DEFERRED INCOME TAXES 

Amount 

SECTION B 
SCHEDULE 8-7 

Page 1 of 2 
WITNESS Apuuo 

Amount Total 

$ 829,070 

(31,496) 

(57,993) 

(113,539) 

(1,425) 

(49,399) 

$ 575.218 

182,323 

(8,165) 

(1 4,322) 

(28,959) 

(305) 

(531 1 

130,041 

$ 705,259 

TO Sch. B-1 

SCGD RCM FILED REVISED 9-2O.xls 
Sec B!SchmB-7-P1 (DWI.EJ6O) 



Y) 

H 

Y) 

.- 2 
6 c I 

Y) 4 
Y) ! r 

3 
.-- m 
9 

6 
9 

I Y) 

ci 
cq 
c? 
N 

(D 

8 
m 
t 
c? .- 

I Y) a .- 
0 m 

E t 6 ! $ $  f 
N 

I Y) 

Y) I 

t 
t 
0 

c rn 
Y I- 

r 

0 0 N 

.5 
t- 
0 
U 

.- c 
tj w 

b 
t n 
U 

z 
t n 

N 

U 
b 
t n 

2 

U b 
t 
U 

0 

F .- r r u m *  I- 



CITIZENS COMMUNICATIONS COMPANY 
SANTA CRUZ GAS DIVISION 

SECTION B 
SCHEDULE 8-8 

Page 1 of 1 
CONTRIBUTIONS IN AID OF CONSTRUCTION 

TEST YEAR ENDED DECEMBER 31,2001 
WITNESS 

ClAC Average ClAC 
Line Year End ClAC Amortization Annual 

# Description Balance Balance Rate Amortization 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

[ a 1  
[ b l  

[ c l  
16 

17 

18 

1990 

1991 

1992 

1993 

1994 

1995 

1996 

1997 

1998 

1999 

2000 

$ (129,337) 

(130,960) $ 

(142,572) 

(1 52,220) 

(1 91 ,I 89) 

(243,151) 

(301,914) 

(318,904) 

(355,172) 

(399,924) 

(455,467) 

2001 (478,911) 

Ratemaking Adjustments 

xxxx 

xxxx 

Pro Forma Balance $ (478,911) 

(1 303 49) 

(1 36,766) 

(1 47,396) 

(171,705) 

(217,170) 

(272,533) 

(31 0,409) 

(337,038) 

0.0324 

0.0324 

0.0324 

0.0324 

0.0324 

0.0324 

0.0324 

0.0324 

4,217 

4,431 

4,776 

5,563 

7,036 

8,830 

10,057 

10,920 

ClAC by Plant Account 
-Mains $ (427,901) 

Doherty 

(377,548) 0.0324 11,939 [a] 127,458 

(427,696) 0.0324 13,454 [b] 140,912 

---Services (51,010) 

Cumulative 
Amortization 

Reflects Adjustment of ($294) to reconcile with ledger 
Reflects Adjustment of ($403) to reconcile with ledger 

TOTAL $ (478,911) 

$ 59,689 

63,906 

68,337 

73,113 

78,676 

85,712 

94,542 

104,599 

115,519 

(467,189) 0.0324 15,137 156,049 

$ 15,137 $ 156,049 

To Sch C, Adj I TO SCh B-1 

$ 13,252 $ 136,616 

1,885 19,433 

$ 15,137 $ 156,049 

SCGD RCM FILED REVISED 9-20.xlS 
Sec B!Sch-B-8 (FSI .GF60) 



CITIZENS COMMUNICATIONS COMPANY 
SANTA CRUZ GAS DIVISION 

OTHER RATE BASE COMPONENTS 
TEST YEAR ENDED DECEMBER 31,2001 

Line Customer 
# Description Deposits 
7 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

December, 2000 

January, 2001 

February 

March 

April 

May 

June 

July 

August 

September 

October 

November 

December 

Pro Forma Balance 

$ (56,427) 

(56,517) 

(57,777) 

(57,697) 

(58.1 27) 

(58,727) 

(60,067) 

(61,567) 

(62,847) 

(63,747) 

(65,647) 

(67,227) 

(66,707) 

$ (61,006) 

TO SCh B-1 

Materials & 
Supplies 

$ 26,115 

26,765 

24,760 

27,656 

28,084 

30,775 

34,749 

89,211 

79,647 

57,241 

65,409 

63,208 

53,511 

$ 46,702 

TO SCh B-1 

SECTION B 
SCHEDULE 8-9 

Page 1 of 1 
WITNESS Doherty 

SCGD RCM FILED REVISED 9-20.xlS 
Sec B!Sch-B-9 (GJI .GW60) 



CITIZENS COMMUNICATIONS COMPANY 
SANTA CRUZ GAS DIVISION 

CUSTOMER ADVANCES FOR CONSTRUCTION 
TEST YEAR ENDED DECEMBER 31,2001 

SECTION B 
SCHEDULE B-10 

Page 1 of 1 
WITNESS Doherty 

Reference 

# Description Factor COST FACTOR RCN 
Line Or ORIGINAL RCN 

- 

1 Balance At December 31,2001 

Adiustments: 

-Amount Included in CWlP at 12/31/01 2 

3 Adjusted Balance 

4 GROSS PLANT AT "RCN" 

5 

6 RCNFACTOR 

GROSS PLANT AT ORIGINAL COST 

SCh E-I $ (569,025) 1.711583 $ (973,934) 

1 .oooooo 0 

S u m L I + L 2  $ (569,025) 

TO Sch B-I 

L 4 / L 5  

$ 24,584,851 

$ 14,363,808 

1.71 1583 

$ (973,934) 

TO SCh B-I 

SCGD RCM FILED REVISED 9-20.xlS 
Sec B!Sch-B-IO (GJ61.GW120) 



CITIZENS COMMUNICATIONS COMPANY 
SANTA CRUZ GAS DIVISION 

CARES PROGRAM 
TEST YEAR ENDED DECEMBER 31,2001 

SECTION B 
SCHEDULE B-1 I 

Page 1 of 1 
WITNESS Mason 

NAGD ONLY 

SCGD RCM FILED REVISED 9-2O.xlS 
Sec B!Sch-B-Il (GJ121.GW180) 



Line 
# 
7 

1 

2 
3 
4 
5 

6 

7 
8 
9 
10 
11 

12 

13 

14 

15 

16 

17 
18 
19 
20 
21 

22 
23 
24 
25 

CITIZENS COMMUNICATIONS COMPANY 
SANTA CRUZ GAS DIVISION 

GAIN ON SALE OF PROPERTY 
TEST YEAR ENDED DECEMBER 31,2001 

SECTION B 

EXPENSE ADJUSTMENT "M" 
Page 1 of I 

WITNESS Doherty 

SCHEDULE B-12 

Reference FLAGSTAFF BLDG--San Fran COTTONWOOD BLDG 
Or 

Description Factor Amount Total Amount 

NAGD ONLY 
SALES PRICE $ 

COSTS OF SALES 
-Sales Commissions 
---Title Insurance 
-Other Expenses 

Total Cost of Sales Sum L 2 to 4 

Net Sales Proceeds L l - L 5  

BOOK VALUE OF PROPERTY SOLD 
Oriainal Cost 
--Land 
-Building 
Total L 7 + L 8  
Accumulated Depreciation 

Net Book Value L 9 + L l O  

Net Gain Before Taxes L 6 - L l l  

Income Taxes on Gain Line 26 

Net Gain on Sale L 12- L 13 $ 

Customers' Share 50.0% $ 

Amortization to Expense ovet 5 Years . $ 
( L 14 L 15 Rate ) 

( L 15 I L 16 Years ) 

$ 

Total TOTAL 

$ 

$ 

INCOME TAX CALCULATION 
Net Sales Proceeds $ 

Combined Fed & State Taxes 40.37% $ 

Net Tax Basis 
Taxable Gain L 1 7 - L l 8  $ 

Combined Fed & State Taxe: 
( L 19 + Rate ) 

Accum. Dfd. Income Taxes 

--Accumulated Book Depre 

Combined Fed & State Taxes 
(L24 'Rate)  

39.53% 

-Accumulated Tax Depre $ $ 

Accum. Timing Diff L 2 2 - L 2 3  $ $ 
40.37% 

26 Net Income Taxes $ 

SCGD RCM FILED REVISED 9-2O.XlS 
Sec B!Sch-B-12 (GJ18I .GW240) 



CITIZENS COMMUNICATIONS COMPANY 

SANTA CRUZ GAS DIVISION 

OPERATING REVENUE AND EXPENSES 

SECTION C 
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CITIZENS COMMUNICATIONS COMPANY 
SANTA CRUZ GAS DIVISION 

TEST YEAR ENDED DECEMBER 31,2001 

LEASE ON ADMINISTRATION BUILDING 

Line 
# Description - 

Reference 
Or 

Factor 

SECTION C 
SCHEDULE C-2 

ADJUSTMENT J 
Page 1 of 1 

WITNESS Doherty 

AMOUNT 

1 NONE-NAGD ONLY $ 

2 Number of Months 12 [ a 1  

3 Annual Pro Forma Cost of Lease for New Administrative Building L 1 L 2 $ 

[ a ] Replacement for Yale Street Building which was removed from rate base by Adjustment [ F 1. 

SCGD RCM FILED REVISED 9-2O.xlS 
Sch-C-Adj-J (FF61 ..FR120) 



CITIZENS COMMUNICATIONS COMPANY 
SANTA CRUZ GAS DIVISION 

TEST YEAR ENDED DECEMBER 31,2001 

REMOVAL OF PRIOR PERIOD TAX REFUNDS 

SECTION C 
SCHEDULE C-2 

ADJUSTMENT K 
Page 1 of 1 

WITNESS Apuuo 

[ll 121 131 141 151 

Reference 
Line Or 
# Description Factor AMOUNT AMOUNT AMOUNT TOTAL - 

NAGD 
1 Refund of Franchise Taxes from Prior Years May, 2001 

2 Refund of Franchise Taxes from Prior Years June, 2001 

3 Total For Franchise Tax Reversal L l + L 2  $ 

4 

5 Miscellaneous Taxes from Affiliates 

6 TotalNAGD 

Miscellaneous Prior Year Taxes Paid 

- SCGD 

7 Reversal of November 1999 Accrual (27,000) 

8 Miscellaneous Taxes from Affiliates (1,858) 

9 TotalSCGD L 7 + L 8  (28,858) 

L 3 + L 4 + L 5  

10 Total Adjustment To Remove Prior Period Adjustmr L 6 + L 9 $ (28,858) 

TO Sch C-2 

SCGD RCM FILED REVISED 9-2O.xlS 
Sch-C-Adj-K (FF121 ..FR180) 



CITIZENS COMMUNICATIONS COMPANY SECTION C 

TEST YEAR ENDED DECEMBER 31,2001 ADJUSTMENT L 
SANTA CRUZ GAS DIVISION SCHEDULE (2-2 

Paae 1 of 4 
ADMINISTRATIVE OFFICE EXPENSES WITNESS 

[ I 3  t 2 1  t 3 1  

Reference 
Line Or PRO FORMA 

# Description Factor RECORDED ADJUSTMENTS - 

Mason 

[ 4 1  

PRO FORMA 
AMOUNT 
[ 2 1 +  t 3 1  

1 STAMFORD OFFICE 

2 PUBLIC SERVICE OFFICE 

3 LAN /WAN EMAIL SERVICES 

4 OTHER 

Page2 $ 49,192 

Page 3 35,606 

Page 4 10,421 

5 ADJUST TO "CAP FOR ADMIN OFFICE COSTS 

$ (20,889) 

51,422 

(6,637) 

(45,195) 

6 TOTALS 

DISTRIBUTION OF "CAP" 
7 NAGD 

8 SCGD 
9 TOTAL "CAP 

DlSTRlBUTlO OF PRO FORMA ADJUSTMENT 
10 Account No. 923 

11 Account No. 930 

12 TOTAL ADJUSTMENT 

DISTRIBUTION FOR WORKING CAPITAL 
13 Payroll 

14 Other Expenses 

15 TOTAL ADJUSTMENT 

SCGD RCM FILED REVISED 9-20.A~ 
Sch-C-Adj-L-P-1 (FXI ..G160) 

$ 95,219 $ (21,299) 

1,200,000 0.9384 

0.061 6 
1 .oooo 

84,798 (1 4,662) 

$ 95,219 $ (21,299) 

TO SCh C-2 

0.4500 

0.5500 

1 .oooo 

$ 28,303 

87,028 

3,784 

(45,195) 

$ 73,920 

$ 1,126,080 

73,920 
!$ 1.200.000 

$ 3,784 

70,136 

$ 73,920 

$ 33,264 

40,656 

$ 73,920 



CITIZENS COMMUNICATIONS COMPANY SECTION C 

TEST YEAR ENDED DECEMBER 31,2001 ADJUSTMENT L 
SANTA CRUZ GAS DIVISION SCHEDULE C-2 

Page 2 of 4 
ADMINISTRATIVE OFFICE EXPENSES WITNESS Mason 

Line 
# Description - 

STAMFORD OFFICE 

I Total Charges to Expense for 2001 

2 Removed Depreciation Expense 

3 

4 

5 

6 

7 Other 

8 Other 

9 Other 

10 Other 

Expenses in FERC Account # 930 For Test Year 

Remove Expense for Previously Disallowed and Other Items 

Remove Amounts Associated with Grifflth and Paulden Line 

Reflect Pro Forma Chages in Four-Factor Allocator 

11 PRO FORMA ADJUSTMENTS 

12 Pro Forma Expenses for Test Year 

SCGD RCM FILED REVISED 9-2O.XlS 
Sch-C-Adj-L-P2 (FX61..Gl120) 

PRO FORMA PRO FORMA 
ADJUSTMENTS AMOUNT 

$ 70,427 

(21,235) 

$ 49,192 

(8,326) 

(1 2,563) 

(20,889) 

$ 28,303 



SECTION C CITIZENS COMMUNICATIONS COMPANY 

TEST YEAR ENDED DECEMBER 31,2001 ADJUSTMENT L 
SANTA CRUZ GAS DIVISION SCHEDULE C-2 

Page 3 of 4 
ADMINISTRATIVE OFFICE EXPENSES WITNESS Mason 

REVISED 9-20-02 

Line 
# Description 
7 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

PUBLIC SERVICE OFFICE 

Total Charges to Expense for 2001 

Removed Depreciation Expense 

Expenses in FERC Account # 930 For Test Year 

Remove Expense for Previously Disallowed and Other Items 

Remove Amounts Associated with Griffith and Paulden Line 

Reflect Pro Forma Changes in Four-Factor Allocator 

ORCOM Implementation & Operations 

CIP Adjustment 

ADP Services 

SOP Ongoing Maintenance 

PRO FORMA ADJUSTMENTS 

Pro Forma Expenses for Test Year 

PRO FORMA 
ADJUSTMENTS 

PRO FORMA 
AMOUNT 

$ 35,606 

50,000 

(1,900) 

(1,378) 

2,500 

2,200 

51,422 

$ 87,028 

SCGD RCM FILED REVISED 9-20.xlS 
Sch-C-Adj-L-P-3 (FXI 21 ..GI1 80) 



CITIZENS COMMUNICATIONS COMPANY 
SANTA CRUZ GAS DIVISION 

TEST YEAR ENDED DECEMBER 31,2001 

ADMINISTRATIVE OFFICE EXPENSES 

Line 
# Description - 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

LAN /WAN EMAlL SERVICES 

Total Charges to Expense for 2001 

Removed Depreciation Expense 

Expenses in FERC Account # 930 For Test Year 

Remove Expense for Previously Disallowed and Other Items 

Remove Amounts Associated with GrifTith and Paulden Line 

Reflect Pro Forma Chages in Four-Factor Allocator 

ORCOM Implementation & Operations 

CIP Adjustment 

ADP Services 

SOP Ongoing Maintenance 

PRO FORMA ADJUSTMENTS 

Pro Forma Expenses for Test Year 

SCGD RCM FILED REVISED 9-2O.XlS m Sch-C-Adj-L-P-4 (FX181 ..Gl240) 

SECTION C 
SCHEDULE C-2 

ADJUSTMENT L 
Page 4 of 4 

WITNESS Mason 

PRO FORMA PRO FORMA 
ADJUSTMENTS AMOUNT 

$ 10,702 

(6,637) 

‘ § i  3.784 



Line 
# - 

1 

2 
3 
4 
5 

6 

7 
8 
9 
10 
I 1  

I . )  
IL. * 13 

14 

15 

16 

17 
18 
19 
20 
21 

22 
23 
24 
25 

26 

CITIZENS COMMUNICATIONS COMPANY 
SANTA CRUZ GAS DIVISION 

GAIN ON SALE OF PROPERTY 
TEST YEAR ENDED DECEMBER 31,2001 

SECTION B 

EXPENSE ADJUSTMENT "M" 
Page 1 of 1 

WITNESS Doherty 

SCHEDULE 8-12 

Reference FLAGSTAFF BLDG-San Fran COTTONWOOD BLDG 
Or 

Description Factor Amount Total Amount Total TOTAL 

NAGD ONLY 
SALES PRICE $ $ 

COSTS OF SALES 
--Sales Commissions 
-Title Insurance 
--Other Expenses 

Total Cost of Sales Sum L 2 to 4 
- - 

Net Sales Proceeds L I - L 5  

BOOK VALUE OF PROPERTY SOLD 
Oriainal Cost 
--Land 
--Building 
Total L 7 + L 8  
Accumulated Depreciation 

Net Book Value L 9 + L I O  

Net Gain Before Taxes L 6 - L l l  

Income Taxes on Gain 

Net Gain on Sale L 12-  L 13 $ 

Customers' Share 50.0% $ 

Amortization to Expense ovei 5 Years $ 

Line 26 

( L 14 L 15 Rate ) 

( L 15 / L 16 Years ) 

$ 

$ $ -  

$ $ -  

$ 

.% 

INCOME TAX CALCULATION 
Net Sales Proceeds $ 

Combined Fed & State Tax= 40.37% $ 
Combined Fed & State Tax= 39.53% $ 

--Accumulated Tax Depre $ $ 

Accum. Timing Diff L 2 2 - L 2 3  $ $ 

Net Income Taxes $ $ 

Net Tax Basis 
Taxable Gain L l 7 - L l 8  $ 

( L 19 Rate ) 
Accum. Dfd. Income Taxes 

-Accumulated Book Depre 

Combined Fed & State Tax= 
(L24 'Rate)  

40.37% 
P - 

SCGD RCM FILED REVISED 9-2O.XlS 
Sec B!Sch-B-12 (GJ181.GW240) 



CITIZENS COMMUNICATIONS COMPANY 
SANTA CRUZ GAS DIVISION 

TEST YEAR ENDED DECEMBER 31,2001 

MAINTENANCE EXPENSE RELATED TO GAS SUPPLY LINE 

Line 
# Description Reference Factor - 

1 Estimate of Maintenance Costs for the Gas Supply Line Transferred From 
Citizens' Santa Cruz Electric Division to The SCGD 

2 -Estimate of Payroll L I * Rate 95.00% 

3 -Estimate of Materials L 1 Rate 5.00% 

4 -0therCosts 

5 TOTAL DIRECT 

L 1 Rate 0.00% 

I .oooo Sum L 2 to L 5 

6 These Costs were changed to the SCED by NAGD for maintenance services 
On the Supply Line in the past. Estimate based on discussion with 
Bill Hines. Director Technical Services 

7 Payroll Overheads Estimated at % of Line 2 L 2 Rate 0.0% 

8 TOTALCOSTS 

The above estimate includes all proforma adjustments for the Test Year 

SECTION C 
SCHEDULE C-2 

ADJUSTMENT N 
Page 1 of 1 

WITNESS Doherty 

AMOUNT 

$ 5,000 

$ 4,750 

250 

$ 5,000 

To Sch C-2 

SCGD RCM FILED REVISED 9-2O.xls 
Sch-C-Adj-N (FF181 ..FR240) 
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CITIZENS COMMUNICATIONS COMPANY 
SANTA CRUZ GAS DIVISION 

TEST YEAR ENDED DECEMBER 31,2001 

POSTAGE EXPENSE 

SECTION C 
SCHEDULE C-2 

ADJUSTMENT P 
Page 1 of 1 

WITNESS Doherty 

[11  [21  [ 3 1  141 151 

Reference 
Line Or 

# Description Factor Amount Amount Sub-Total Total - 

MAIL SORT BY FIRST THREE DlGiTS 

NEW RATE - Effective on 6/30/02 1 

2 Current Rate 

3 INCREASE IN RATE 

MAIL SORT BY FIRST FIVE DlGiTS 

NEW RATE - Effective on 6/30/02 4 

5 Current Rate 

6 INCREASE IN RATE 

7 Average Increase Per Piece of Mail 

NUMBER OF MAILINGS 

8 

9 

10 

1 I Number of Months 
12 Annual Mailing Units 

Number of Customers Receiving Monthly Bills 

Number of Monthly Delinquent Notices 

Total Number of Monthly Mailing Units 

13 Increase in Postage Expense 

$ 0.2920 

0.2690 

L 1 - L 2  $ 0.0230 

$ 0.2780 

0.2550 

L 4 - L 5  $ 0.0230 

(L 3 + L 6)/2 $ 0.0230 

7,066 

20.0% 1,413 

L 8  + L 9  8,479 

12 
L IO* L 11 101,748 

L7 'L12  $ 2.340 

To Sch C-2 

SCGD RCM FILED REVISED 9-2O.XlS 
Sch-C-Adj-P (FF241 ..FR300) 



CITIZENS COMMUNICATIONS COMPANY 
SANTA CRUZ GAS DIVISION 

TEST YEAR ENDED DECEMBER 31,2001 

SECTION C 
SCHEDULE C-2 

ADJUSTMENT Q 
Page 1 of 1 

CARES DISCOUNT AND EXPENSE WITNESS 

[ I 1  [ 2 1  [31  [ 4 1  

Reference 
Line Or 

Sub-Total Amount # Description Factor Amount - 
PRO FORMA CARES DISCOUNTS 

1 Total Estimated CARES Therms for Test Year 986,085 

2 Cares Discount Rate Per Applicable Therm $ 0.150 

3 TOTAL ESTIMATED REVENUE REQUIREMENT L I * L 2  $ 147,913 

PRO FORMA CARES DISCOUNTS AND EXPENSE 

4 

5 

Estimate of Cares Discounts - Pro Forma for Test Year 

Estimate of CARES Expenses -Pro Forma for Test Year 

6 TOTAL ESTIMATED REVENUE REQUIREMENT 

PRO FORMA THERM SALES 

7 

8 

NAGD Therm Sales, Normalied and Annualied 

SCGD Therm Sales, NOrmahd and Annualied 

9 TOTAL ESTIMATED FOR TEST YEAR 

10 CARES COST PER THERM 

TEST YEAR ADJUSTMENT 

11 

12 

Amcdzatiin At Rate Approved in PrOr NAGD Case 

Additional Expense Required to Attain New Level 

13 Total Pro Forma Expenses 

SCGD ADJUSTMENT 

14 -Pro Forma Expense Amount 

16 

17 

15 -Pro Forma Discount Amount 
Pro Forma Total Expense Amount 

-Recorded Expense Amount During Test Year 

I 8  Adjustment Required 

SCGD RCM FILED REVISED 9-2O.xls 
Sch-C-Adj-Q (FF301 ..FR360) 

Line 3 $ 147,913 

70,000 

L 4 + L 5  $ 217,913 

125,885,718 

5,051,437 

L 7 + L 8  130,937,155 

L 6 l L 9  $ 0.001664 

L 9 Rate 

L 6 - L I 1  

$ 0.000980 $ 128,318 

$ 0.000684 89,595 

L11 +L12  

( L 8 / L 9 ) * L 4  
( L 8 / L 9 ) ' L 5  

L 14 + L 15 

$ 217,913 

Mason 

[ 5 1  

Total 

$ 5,706 
2,701 

8,407 

L16-L17 

~~ ~ 

$ 8,407 

TO SCh C-2 





CITIZENS COMMUNICATIONS COMPANY 
SANTA CRUZ GAS DIVISION 

TEST YEAR ENDED DECEMBER 31,2001 

GROSS REVENUE CONVERSION FACTOR 

111 

Line Tax 
# Description Rate - 

1 GROSS REVENUE FACTOR 

2 UNCOLLECTIBLE EXPENSES 

3 NET REVENUES 

4 STATE INCOME TAXES 

5 FACTOR AFTER STATE TAXES 

6 FEDERAL INCOME TAXES 

7 NET OPERATING INCOME FACTOR 

8 GROSS REVENUE CONVERSION FACTOR 

SCGD RCM FILED REVISED 9-2O.xls 
Sch C!Sch-C-3 (FFl..FRGO) 

6.97% 

35.00% 

SECTION C 
SCHEDULE 

Page 
WITNESS 

[21  

Factor 

1 .oooooo 

(0.002776) 

0.997224 

(0.069487) 

0.927737 

(0.324708) 

0.603029 

1.658295 

TO Sch A-I 

c 3  
1 of 1 

Doherty 



CITIZENS COMMUNICATIONS COMPANY 

SANTA CRUZ GAS DIVISION 

RATE OF RETURN ON FAIR VALUE RATE BASE 

SECTION D 



CITIZENS COMMUNICATIONS COMPANY 
SANTA CRUZ GAS DIVISION 

SUMMARY COST OF CAPITAL 

SECTION D 
SCHEDULE D-I 

Page 1 of 1 
WITNESS Rosenberg 

RATE OF RETURN ON FAIR VALUE RATE BASE 
AND COST OF CAPITAL ON ORIGINAL COST RATE BASE 

TEST YEAR ENDED DECEMBER 31,2001 
REVISED 9-20-02 

[I 1 [ 2 1  t31 141 [ 5 1  
Total 

Line Capital cost Weighted cost of 
# Description Reference Ratio Rate cost Capital - 

COST OF CAPITAL 

1 EQUITY 

2 LONG-TERM DEBT 

3 TOTAL 

FAIR VALUE RATE OF RETURN 

4 COST OF CAPITAL 

5 ORIGINAL COST RATE BASE 

6 FAIR VALUE RATE BASE 

7 FAIR VALUE RATE OF RETURN 

0.5000 0.1 100 0.0550 

0.5000 0.0670 0.0335 

1 .oooo 0.0885 

L 3, Col [ 51 8.85% 

SCh A-I, COI [ 2 1, L 1 $ 5,844,760 

SCh A-I, COI 3 1, L 1 $ 8,081,817 

L 4 * L 5 / L 6  6.40% 

NOTES: 
Citizens Communications (and therefore the Company) does not project capital Sturcture or Cost Rates 

Therefore that data is not available. 

Citizens Communications does not have any short-term debt for 1999 through 2002. 

SCGD RCM FILED REVISED 9-20.xl~ 
Sec D!Sch-D_l (AI ..N60) 



CITIZENS COMMUNICATIONS COMPANY 
SANTA CRUZ GAS DIVISION 

CAPITAL STRUCTURE OF CITIZENS COMMUNICATIONS COMPANY 

SECTION D 
SCHEDULE D-1A 

Page 1 of 1 
WITNESS Mason 

REVISED 9-20-02 
TEST YEAR ENDED DECEMBER 31,2001 

Line 

111 [ 2 1  1 141 [5 

Capital cost 
# Description Amount Ratio Rate 

COST OF CAPITAL 

1 COMMON EQUITY 

2 PREFERRED SECURITIES 

3 LONG-TERM DEBT 

4 TOTAL 

$ 1,946,142,000 22.56% 

201,250,000 2.33% 5.2400% 

6,478,812,000 75.1 1 % 7.6890% [ a 1  

$ 8,626,204,000 100.00% 

[ a ] Long-term Debt as shown on the Balance Sheet of Citizens Communications Company-See Schedule "D-2A" 

Long-Term Debt $ 5,534,906,000 

Long-term Debt due within one year 483,906,000 

460,000,000 Equity Units 

Total $ 6,478,812,000 

See Schedu "D-3A" 

NOTES: 
Citizens Communications (and therefore the Company) does not project capital Sturcture or Cost Rates 

Therefore that data is not available. 

Citizens Communications does not have any short-term debt for 1999 through 2002. 

SCGD RCM FILED REVISED 9-20.xlS 
Sec D!Sch-D-lA (A61 ..N120) 



CITIZENS COMMUNICATIONS COMPANY 
SANTA CRUZ GAS DIVISION 

COST OF LONG-TERM AND SHORT-TERM DEBT 

SECTION D 
SCHEDULE D-2 

Page 1 of 1 
WITNESS Rosenberg 

TEST YEAR ENDED DECEMBER 31,2001 REVISED 9-20-02 

Line 
# Description Reference RATE - 

1 LONG-TERM DEBT Rate of Retum Presentation 6.70% 

2 SHORT-TERM DEBT None used in Recommended Capital Structure 0.00% 

Citizens Communications Company does not have short-term debt as part of its capital structure 

SCGD RCM FILED REVISED 9-2O.XlS 
Sec D!Sch-D-2 (R1 ..AA60) 
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CITIZENS COMMUNICATIONS COMPANY 
SANTA CRUZ GAS DIVISION 

COST OF PREFERRED STOCK 

SECTION D 
SCHEDULE D-3 

Page 1 of I 
WITNESS Mason 

REVISED 9-20-02 
TEST YEAR ENDED DECEMBER 31,2001 

Line 
# Description Reference RATE - 

1 PREFERRED STOCK None used in Recommended Capital Structure 0.00% 

TO SCh D-I  

See Schedule D-3A for data regarding the Preferred Stock of Citizens Communications Company 

SCGD RCM FILED REVISED 9-20.xlS 
Sec D!Sch-D-3 (BAI ..BJ60) 
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CITIZENS COMMUNICATIONS COMPANY 
SANTA CRUZ GAS DIVISION 

COST OF COMMON EQUITY 

SECTION D 
SCHEDULE 0-4 

Page 1 of 1 
WITNESS Rosenberg 

TEST YEAR ENDED DECEMBER 31,2001 

Line 
# Description Reference RATE - 

1 COMMON EQUITY Cost of Equity Presentation 1 1 .OO% 

TO SCh D-I 

SCGD RCM FILED REVISED 9-20.xlS 
Sec D!Sch-D-4 (BMI..BVGO) 



CITIZENS COMMUNICATIONS COMPANY 

SANTA CRUZ GAS DIVISION 

FINANCIAL STATEMENTS AND STATISTICAL SCHEDULES 

SECTION E 



CITIZENS COMMUNICATIONS COMPANY 
SANTA CRUZ GAS DIVISION 

COMPARATIVE BALANCE SHEETS 

TEST YEAR ENDED DECEMBER 31,2001 

111 

Line 
# Description Reference - 

ASSETS 
PROPERTY PLANT & EQUIPMENT 

1 Property Plant and Equipment 
2 Construction Work in Progress 
3 Plant Acquisition Adjustment 
4 Acquisition Adjustment-Transwestem 
5 Less: Accumulated Depreciation 
6 Net Utility Plant in Service 

CURRENT ASSETS 
7 Cash and Working Funds 
8 
9 Customer Accounts Receivable 
10 Other Accounts Receivable 
I 1  
12 Materials and Supplies 
13 
14 Total Current Assets 

Notes Receivable - Associated Companies 

Accounts Receivable - Associated Companies 

Miscellaneous Current and Accrued Assets 

OTHERASSETS 
15 Clearing Accounts 
16 Miscellaneous Deferred Debits 
17 OtherAssets 

Sum (L 1 to L 5) 

Sum (L7 to L 13 

18 TOTAL ASSETS Sum(L15toL17+L6+L14) 

LIABILITIES AND SHAREHOLDERS EQUITY 
SHAREHOLDERS EQUITY 

19 Unappropriated Eamed Surplus 
20 Propriety Capital 
21 Total Equity 

CURRENT LIABILITIES 
22 Accounts Payable 
23 Accounts Payable Associated Companies 
24 Customers' Deposits 
25 TaxesAccrued 
26 
27 Tax Collections Payable 
28 
29 Total Current Liabilities 

Interest and Other Accrued Liabilities 

Other Current and Accrued Liabilities 

DEFERRED CREDITS 
30 Deferred Credits 
31 Unamortized Investment Tax Credit 
32 Accumulated Deferred Income Taxes 
33 Total Deferred Credits 

34 Customer Advances For Construction 
35 Contributions in Aid of Construction 
36 Miscellaneous Operating Reserves 
37 Other Liabilities 
38 Total Liabilities 

LlO+LX)  

Sum (L 22 to L 28) 

L30+L31+L32 

Sum(L34toL37+L33+L29) 

SECTION E 
SCHEDULE E-1 

Page 1 of 1 
WITNESS Doherty 

REVISED 9-20-02 

December 31, 
2001 2000 1999 r 

$ 13,449.373 $ 12,690.071 $ 12,018.921 
282.123 324.057 351.195 

(6,696,312) (6,253,841) (5,846,714) 
7,035,184 6,760,287 6,521,402 

671 

733,843 

53,511 

788,025 

(238) 

531,880 3,843,664 
1,367 

26.115 24,440 

3,867,201 
(2,032) - 

557,995 

2,045,022 1,662.729 792.980 
60,160 60,160 39,377 

$ 9,928,391 $ 9,041,171 $ 11,220,960 

$ (503.441) $ (248,628) $ (2,216,045) 

(503,441) (248,628) (2,216,045) 

99,870 45,439 16,550 
9,281,813 6,192,756 12,288,627 

66,707 56,427 92,815 
208,389 128,906 172,005 
60,471 59.944 56,800 

13,925 
9,717,250 8,483,472 12,640,722 
- 

1,299 
46,618 54,305 73.140 
98.939 117,098 100,845 

145.557 171.403 175.284 

569,025 634,924 622,999 

10,431.832 9,289,799 13,439,005 

39 TOTAL LIABILITIES AND SHAREHOLDERS I L 21 + L 38 $ 9,928,391 $ 9,041,171 $ 11,220,960 

SCGD RCM FILED REVISED 9-2O.xlS 
Sec E!Sch_E-l (A1 ..L70) 



CITIZENS COMMUNICATIONS COMPANY 
SANTA CRUZ GAS DIVISION 

COMPARATIVE INCOME STATEMENTS 

SECTION E 
SCHEDULE E-2 

Page 1 of 1 
WITNESS Doherty 

TEST YEAR ENDED DECEMBER 31,2001 REVISED 9-20-02 1 

December 31, Line 
# Description Reference 2001 2000 1999 - 

1 Revenue $3,642,257 $3,347,945 $ 2,925,552 

4,607,549 3,742,942 3,505,301 2 Operating Revenue Deductions 

3 Operating Income (Loss) L 1 - L 2  (965,292) (394,997) (579,749) 

4 Allowance for Funds Used During Construction 70,066 52,117 

5 Otherlncome 

6 Subtotal Other Income 

393,986 94,252 (1,638,296) 

464,052 146,369 (1,638,296) L 4 + L 5  

7 Net Income L 3 + L 6  $ (501,240) $ (248,628) $ (2,218,045) 

INFORMATION FOR PREFERRED DIVIDENDS, COMMON STOCK AND EARNINGS PER SHARE OF COMMON STOC 
ARE NOT AVAILABLE FOR THE NAGD AND SCGD SINCE THEY ARE DIVISIONS AND HAVE NO COMMON STOCK C 
PERFERRED STOCK. 

0 NOTE: 

a SCGD RCM FILED REVISED 9-20.xls 
Sec E!Sch-E-2 (01  ..Z60) 



CITIZENS COMMUNICATIONS COMPANY SECTION E 
SANTA CRUZ GAS DIVISION SCHEDULE E-3 

Page 1 of 1 
COMPARATIVE STATEMENT OF CHANGES IN FINANCIAL POSITION WITNESS Doherty 

TEST YEAR ENDED DECEMBER 31,2001 REVISED 9-20-02 

11 1 121 [31 141 

Line December 31, 
- # Description Reference 2001 2000 1999 

SOURCE OF FUNDS 
From ODerations: 

1 Net Income 
2 
3 GriffithEamings 
4 Other ~ n m e  (Expense) kern 
5 Sub-Total 

Allowance for Funds Used During Construction 
$ (248,628) $ (2,218,045) $ (501,240) 

(70,066) (52,117) 

Sum(LItoL4) $ (571,306) $ (300,745) $ (2,218,045) 

6 Depreciation 510,049 465.923 458,880 

7 Total From Operations 

From Other Sources: 
8 Increase in Customer Advances and ClAC 
9 
10 
11 
12 
13 
14 
15 
16 
17 

18 

19 

20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

31 

32 

[a1  
33 
34 
35 

[ b l  
[ C I  

Increase in Regulatory Liabilities 
Increase in Accumulated Deferred Income Taxes 
lnaease in Accounts Payable Assodated Companies 
Decrease in note Receivable Assodated Companies 

lnaease in Miscellaneous Operating Reserves 
Increase in Current B Accrued Liabilities 
Decrease in Current Assets 
Decrease in Other Assets 

L5+L6  (61,257) 1651 78 (1,759,165) 

(65,899) 11,925 (44.1 59) 
(1,299) 1,299 

(25,846) (2,582) 2,993 
1,089,057 (4,095,871 ) 12,288,627 

Total From Other Sources Sum (LE to L 17) 997,312 (4,149,206) 12,584,555 

TOTAL FUNDS PROVIDED 

APPUCATION OF FUNDS 

Construction Expenditures (Including CWIP) 
‘Retirements” Decreasing PIS at end of year 
lnaease in Current Assets 
Increase in Other Assets 

L7*L18 $ 936,055 $ (3,984,028) $ 10,825,390 

$ 717,368 $ 644,012 $ 946,739 
67,578 [ c ]  60,796 [ c ]  50,734 [ c ]  

230,030 [ b ]  (3,309206) [ b ] 4,307,417 [ b ]  
382,293 [ b ]  890,532 [ b ]  829,559 [ b ]  

Decrease in Msc Operating Reserves 
Decrease in Current and Accrued Liabilies (Excl N P  AC) 
Decrease in Regulatory Liabilities 
Decrease in Accumulated Deferred Income Taxes 
Decrease in Accwnts Payable Assodated Companies 
lnaease in note Receivable Associated Companies 

Funds Distributed For Year 

(144,721 ) 

(31 6,493) a1 (2,270,162) [ a  ] 4,690,941 [ a ]  

TOTAL FUNDS APPLIED S U ~ ( L X ) ~ O L ~ I )  $ 936,055 $ (3,984,028) $ 10,825,390 

Change in Unamropriate Earned Sur~lus 
Funds Provided to Unappropriated Earned Sur L 5 $ (571.306) $ (300,745) $ (2,218,045) 
Change in Unappropriated Eamed Surplus 
Total Distributed for Year 

254,813 (1,969,417) 6,908,986. 
$ (316,493) $ (2,270,162)- $ 4,690,941 

TO Sch A-5 Excludes Changes Intercompany Assets or Liabilities which are SI To Sch A-5 TO Sch A-5 
Retirements are included in change in Plant balances as a reduction, therefore need to be added to get total for Construction Expenditures 

SCGD RCM FILED REVISED 9-20.xl~ 
SeC E!Sch-E-3 (AD1 ..A070) 



Line 
# - 

1 

2 

3 
4 

5 

6 

7 

8 

9 

CITIZENS COMMUNICATIONS COMPANY SECTION E 
SANTA CRUZ GAS DIVISION SCHEDULE E 4  

Page 1 of 1 
COMPARATIVE CHANGES IN COMMON EQUITY WITNESS Doherty 

TEST YEAR ENDED DECEMBER 31,2001 
REVISED 9-20-02 

Description Reference 2001 2000 1999 

Beginning Balance 

Add: Net Income 

Adjustment To Income Statement 
-Griffith Net Income 

-Adjustment to Natural Account 

--Miscellaneous 

Sub-Total 

Less: Transfer to Parent 

Ending Balance 

$ (248,628) $ (2,218,046) $ 4,690,941 

(50 1,240) (248,628) (2,218,046) 

(752,069) (2,466,674) 2,472,895 

248,628 2,218,046 (4,690,941) 

$ (503,441 ) $ (248,628) $ (2,218,046) 

TO SCh A-2 TO SCh A-2 TO SCh A-2 

NOTE: 
The NAGD and SCGD are operating divisions of Citizens Communicaitons and therefore do not issue debt or 

common or preferred stock. Therefore there are no dividends or other elements related elements. 

SCGD RCM FILED REVISED 9-20.xlS 
Sec E!Sch-E-4 (ARI ..BC60) 



CITIZENS COMMUNICATIONS COMPANY 
SANTA CRUZ GAS DIVISION 

SECTION E 
SCHEDULE E-5 

Page 1 of 1 
WITNESS Doherty DETAIL OF UTILITY PLANT FOR TEST YEAR 

TEST YEAR ENDED DECEMBER 31,2001 REVISED 9-20-02 

December 31, 
2000 1999 

Line 
# Description - 

INTANGIBLE PLANT 
1 Franchises and Consents 
2 Miscellaneous Intangible Plant 
3 TOTAL INTANGIBLE PLANT 

Reference 2001 

$ 5.000 $ 5.000 302.00 $ 5,000 
303.00 8,847 
L I + L 2  13,847 

8,847 
13,847 

8,847 
13,847 

TRANSMISSION PLANT 
4 
5 Structures 8 Improvements 
6 Mains 
7 
8 OtherEquipment 
9 TOTAL TRANSMISSION PLANT 

Land and Land RghWRights of Way 

Measuring and Regulating Station Equip 

1,334 
301.1 32 

12,243 

1,334 
301,132 

12.243 

365.00 
366.00 1,334 
367.00 301,132 
369.00 12.243 
374.00 

Sum L 4 to L 8  314,709 314,709 314,709 

DISTRIBUTION PLANT 
Land 
Structures and Improvements 

Mains 
Measuring and Regulating Station EquipGen 
Measuring and Regulating Station Equ ipCi  Gate 

Meters 
Meter Installations 

%NkeS 

10 
11 
12 
13 
14 
15 
16 
17 

374.10 
375.00 
376.00 
378.00 
379.00 
380.00 
381 .00 
382.00 
383.00 
384.00 
385.00 
387.00 

Sum L 10 to L 21 

25,442 
6,913 

7,020,479 
84.013 
12,144 

3,291,091 
1,103,965 

284,343 
297,387 

10,364 

25,442 
6,913 

6,749,301 
84,013 
12,144 

3.1 19,673 
1,088,934 

284,344 
297,388 

10,364 

25,442 
6,913 

7,452,661 
85,560 
12,144 

3,631,069 
1,118,258 

353,454 
299,491 

3,319 
15,064 

13,003,375 

18 Regulators 
19 Regulator Installations * 20 Industrial Measurement Equipment 

21 Other Equipment 
22 TOTAL DISTRIBUTION PLANT 12,136,141 11,678,516 

GENERAL PLANT 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 

Land and Land R ~ h t s  
Structures and Improvements 
Office Furniture and Equipment 
Office Furniture and Equipment-Mechanical 
Office Fumlure and Equipment-Computer 
Transportation Equipment 
Stores Equipment 
Tools, Shop and Garage Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communications Equipment 
Miscellaneous Equipment 
Other Tangible Property 

TOTAL GENERAL PLANT 

389.00 
390.00 
391.00 
391.10 
391.20 
392.20 
393.00 
394.00 
395.00 
396.00 
397.00 
398.00 
399.00 

Sum L 23 to L35 

109,662 
15.859 

109,662 
15.859 

1 18,892 

109,662 
15,448 

222,358 

190,521 
16,525 
23,530 
15,513 
2,797 

596,354 

118,892 

116,200 
14,411 
23.530 
15,513 
2,797 

116,200 
14.41 1 
23.530 

2,797 

401,351 

12,408,423 

4 16,864 

12,881,561 Ls 3+9+22+36 13,928,285 37 TOTAL GAS PLANT IN SERVICE 

38 LESS: Contributions in Ad of Construction (455,467) (399,924) 

12,008,499 

(478,911) 

13,449,374 L 37 + L 38 39 12,426,094 NET PLANT IN SERVICE 

40 
41 

C i e n s  Acquisition Adjustment 
Additions of Plant-Manual Due to SAP Conversion 

Accumulated Depreciation 
Construction Work in Progress 

263,977 

324,057 
(6,253,841) 

10,422 
(5,848,714) 

351,195 
42 e 43 

(6,696,312) 
282,123 

$ 6,521,402 44 TOTAL NET PLANT $ 7,035,185 

TO SCh A-5 

$ 6,760,287 
SCGD RCM FILED REVISED 9-2O.XlS 
Sec E!Sch-E-5 (BF1 ..BQ60) TO SCh A-5 TO SCh A-5 



SANTA CRUZ GAS DIVISION SCHEDULE E-5A 
Page 1 of 1 

DETAIL OF ACCUMULATED DEPRECIATION FOR TEST YEAR WITNESS Doherty 

TEST YEAR ENDED DECEMBER 31,2001 REVISED 9-20-02 

December 31, 
Reference 2001 2000 1999 

Line 
# Description - 

INTANGIBLE PLANT 
1 Franchises and Consents 
2 Miscellaneous Intangible Plant 
3 TOTAL INTANGIBLE PLANT 

302.00 
303.00 
L l + L 2  

365.00 
366.00 
367.00 
369.00 
374.00 

Sum L 4 to L 

374.10 
375.00 
376.00 
378.00 
379.00 
380.00 
381.00 
382.00 
383.00 
384.00 
385.00 
387.00 

$ 720 $ 720 $ 720 

720 720 720 

TRANSMISSION PLANT 
4 
5 Rights-of-way 
6 Mains 
7 
8 Transportation Main (T-2) 
9 TOTAL TMSMISSION PLANT 

Land and Land Rights (T-2) 

Measuring and Regulating Station Equip 

1,334 
230,013 

7,662 

239,009 

1,334 
238,054 

8,168 

247,556 

1,401 
221,973 

7,155 

230.529 

DISTRIBUTION PLANT 
Land 
Structures and Improvements 
Maims 
Measuring and Regulating Station EquipGen 
Measuring and Regulating Station Equip-Cii Gate 
Services 
Meters 
Meter Installations 
Regulators 
Regulator Installations 
Industrial Measurement Equipment 
Other Equipment 

TOTAL DISTRIBUTION PLANT 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 

6,831 
3,204,086 

45,927 
4.751 

2,073,285 
396,518 
68,866 

137,506 

1,188 

5,938,958 

6,915 
3,413,557 

48.516 
5,124 

2,255,903 
425.177 
76,446 

148.992 
19 

1,621 

6,382,270 Sum L 10 to L 21 

6,329 
3,021,062 

43.348 
4.378 

1,893,938 
372,616 
61,531 

125,432 

792 

5,529.426 

GENERAL PLANT 
23 Land and Land Rghts 

Structures and Improvements 
Office Furniture and Equipment 
Office Furniture and Equipment-Mechanical 
Ofiice Furniture and Equipment-Cornputer 
Transportation Equipment 
Stores Equipment 
Tools. Shop and Garage Equipment 
Laboratoly Equipment 
Power Operated Equipment 
Communications Equipment 
Miscellaneous Equipment 
Other Tangible Property 

TOTAL GENERAL PLANT 

389.00 
390.00 
391 .OO 
391.10 
391.20 
392.20 
393.00 
394.00 
395.00 
396.00 
397.00 
398.00 
399.00 

Sum L 23 toL 35 

24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 

37 

38 

39 

40 
41 
42 
43 

44 

22,262 
7,926 

111,010 

46,335 
8,390 

23,530 
1,036 
1,326 

221,815 

6,852,361 

18,423 
7.713 

114,398 

42,512 
7,908 

23,530 
399 

1,184 

216,067 

6,394,754 

14,585 
7,088 

11 1,694 

38,573 
7,436 

35,080 

1,042 

215,498 

5,976,173 TOTAL GAS PLANT IN SERVICE Ls3+9+22+36 

LESS: Contributions in Aid of Construction (1 56,049) 

L 37 + L38 6,696,312 

(140,913) 

6,253,841 

(1 27,459) 

5,848,714 NET PLANT IN SERVICE 

Citizens Acquisition Adjustment 
Citizens Ac&isition Adjustment-Transwestern 
Accumulated Depreciation 
Construction Work in Progress 

TOTAL NET PLANT $ 6,696,312 
P 

$ 6,253,841 - $ 5,848,714 

SCGD RCM FILED REVISED 9-2O.xlS 
Sec E!Sch-EW5A (BF1 ..BQ60) 



CITIZENS COMMUNICATIONS COMPANY SECTION E 
SANTA CRUZ GAS DIVISION SCHEDULE E-6 

Page 1 of 1 
COMPARATIVE DEPARTMENTAL OPERATING INCOME STATEMENT: WITNESS Doherty 

TEST YEAR ENDED DECEMBER 31,2001 

December 31, Line 
# Description Reference 2001 2000 1999 - 

REVENUE 

$ 2,588,425 
1,034,255 

$ 2,419,504 
866,627 

$ 2,415,944 
963,572 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 

Residential 
Commercial 

Industrial 
Irrigation 

Public Authority 

Other Revenue 
Transportation 
PGA Revenues 

(1 2931 6) 

(324,448) 

61,814 19,577 

3,642,257 2.925.552 3,347,945 TOTAL REVENUE 

OPERATING REVENUE DEDUCTIONS 

Operating and Maintenance Expenses 

-Purchased Gas and Production 
-Other Production Costs 
-Transmission 
-Distribution 

-Customer Accounting and Collecting 

-Sales Promotion 
-Administrative and General 

-Other Items 

2,318,681 1,774,363 

3,132 
444,298 449,819 
562,185 266,617 

152 3,536 
357,418 338,729 

606 

4,588 
1,378,171 

41 
1,799 

549,322 
142,571 

9,173 
558,101 

(5,256) 

2,633,922 

11 

15 
16 
17 
18 

3,687,322 2,836,802 19 TOTAL 0 & M EXPENSES 

510,049 465,923 458,880 20 Depreciation and Amortization 

410,178 440,217 412,499 21 Taxes - Other Than Income 

22 Taxes on Income 

23 TOTAL OPERATING REVENUE DEDUCTIONS 3,742,942 3,505,301 4,607,549 

(965,292) (394,997) (579,749) 

109,128 (96,567) (1,734,290) 

359,346 249,982 81 9 3 1  2 

24 OPERATING INCOME (LOSS) 

25 Other Income (Expense) 

26 Income Taxes on Other Income (Expense) 

27 (4,422) (7,046) (723,518) 

$ (501,240) $ (248,628) $ (2,218,045) 

TO SCh E-2 TO SCh E-2 TO SCh E-2 

Interest Expenses 

28 NET INCOME (LOSS) 

SCGD RCM FILED REVISED 9-2O.xk 
Sec E!Sch-E-6 (BTI ..CE60) 



CITIZENS COMMUNICATIONS COMPANY SECTION E 
SANTA CRUZ GAS DIVISION SCHEDULE E-6A 

Page 1 of 2 
COMPARATIVE OPERATING INCOME STATEMENTS-BY FERC ACCOU WITNESS Doherty 

TEST YEAR ENDED DECEMBER 31,2001 REVISED 9-20-02 

t 1 1  t 2 1  t 3 1  141 

a 
Line December 31, 

# Description Reference 2001 2000 1999 - 
REVENUE 

1 
2 
3 
4 
5 
6 
7 

9 
10 

a 

Residential 

Commercial 
Industrial 

Irrigation 

Public Authority 
Forfeited Discounts 

Misc. Service Revenues 

Other Revenue 
Transportation 

PGA Revenues 

11 Other 
12 TOTAL REVENUE 

PRODUCTION 
13 Steam Expenses 

14 
15 Purchased Gas Expenses 

Natural Gas City Gate Purchases 

Total Production 

480 $ 2,588,425 

482 
487 - 

481 1,034,255 

19,577 

$ 2,419,504 
866,627 

61,814 

$ 2,415,944 
963,572 

(129,516) 

(324,448) 

a74 

a75 
876 
a77 
a78 
a79 
aao 
aa i 

$ 3,642,257 $ 3,347,945 $ 2,925,552 

377,278 
2,318,681 1,774,363 1,000,934 

2,323,269 1,774,363 1,378,212 
4,588 

TRANSMISSION 
17 Measuring & Regulating Station 
18 Other Expenses 

19 Mains Expense 
20 Measuring & Regulating Station 

21 Maintenance of Station Equipment 
22 Maintenance of Other Equipment 

23 Operation Supervision and Engineering 

24 Load Dispatching 
25 Total Transmission 

DISTRIBUTION 
26 Mains & Servicing Expense 
27 MeasuringlRegulating Station Expense 

28 Measurinflegulating Station Expense 

29 MeasuringlRegulating Station Expense 

30 Meter Expense 

31 Customer installation Expense 

32 Other Expenses 

33 Rents 

33A Miscellaneous 

SCGD RCM FILED REVISED 9-2O.Xl~ 
Sec E!Sch-E-GA-PI (BT61 ..CE120) 

105 (1) 
2,824 84 

96 

125 
10 

203 1,485 
3,132 1,799 

191,254 

1,549 
166 

4,523 
10,785 
1,407 

8,327 

51,283 

180,759 
3,616 
1,005 

42,631 
7,594 

34,825 
623 

151,558 
24,321 
25,212 

162 
36,037 
16,922 
3,146 

572 
184 



CITIZENS COMMUNICATIONS COMPANY SECTION E 
SANTA CRUZ GAS DIVISION SCHEDULE E-6A 

Page 2 of 2 
COMPARATIVE OPERATING INCOME STATEMENTS-BY FERC ACCOU WITNESS Doherty 

TEST YEAR ENDED DECEMBER 31,2001 REVISED 9-20-02 

[ I 1  [ 2 1  [ 3 1  141 

Line December 31, 
# Description Reference 2001 2000 1999 - 

DISTRIBUTION Continued) 
34 Maintenance Supervision a Engineering 

35 Maintenance of Structures 
36 Maintenance of Mains 

37 Maintenance Measuring/Regulation 

38 Maintenance MeasuringlRegulation 
39 Maintenance Measuring/Regulation 

40 Maintenance of Services 

41 Maintenance of Meter 
42 Maintenance of Other Equipment 
43 Total Distribution 

CUSTOMER ACCOUNTING & COLLECTION 
44 Supervision Customer Accounting 
45 Meter Reading Expense 

46 Customer Records a Collecting 
47 Uncollectible Accounts 
48 Miscellaneous Customer Accounts Expense 

49 Customer service and Information 
50 Supervision - Customer Service 

51 Customer Assistance Expense 
52 Information a h&iuctional Advertising 

53 
54 

Miscellaneous Customer Service a Info 
Total Customer Accounting 8 Collection 

SALES 
55 Demonstration a Selling 
56 Advertising Expense 
57 Total Sales 

ADMINISTRATIVE & GENERAL 
58 Administrative a General Salaries 

59 Office Supplies a Expense 

60 Outside Services Employed 

61 Property !nsurance 
62 Injuries a Damages 

63 Employee PensionBenefits 
64 Regulatory Commission Expense 

65 General Expense 

66 R e n t s - A & G  
67 Maintenance of General Plant 

68 Total A a G 

68A Other Items 
69 TOTAL OPERATING EXPENSES 

885 
886 
887 

889 

890 

891 
892 

893 

894 

90 I 
902 
903 
904 

905 
906 

907 
908 

909 
910 

912 

913 

920 
92 1 

923 

924 
925 

926 

928 

930 
93 I 
932 

126,241 2,010 326 
813 148,990 21 8,625 

8,964 6,002 9,561 
51 

36,150 15,055 56,771 
2,749 6,670 3,011 

87 39 2,863 
444,298 449,819 549,322 

30,453 18,550 1,593 
107,314 58,562 32,846 
392.341 155,653 108,474 
22,213 26,035 (1,414) 

572 456 

3,982 48 
5,882 7,197 61 6 

562,185 266,617 142,571 

105 6,012 
152 3,431 3,161 
152 3,536 9,173 

72,143 
29,312 
42,724 

5,346 
1 1,443 
73,786 

1,437 
120,017 

1,210 
357.418 

$ 3,687,322 

74,224 
41,442 

124,411 
4,207 

13,659 
33,382 

3,075 
36,455 
3.669 
4,205 

338,729 
606 

$ 2,836,802 

153,869 
61,890 

109,756 
503 

23,730 
56,801 
26,140 

106,004 
1 1,889 
7,519 

558.101 
(5,256) 

$ 2,633,922 

SCGD RCM FILED REVISED 9-20.xls 
Sec E!Sch-E-6A-P2 (BT121 ..CE180) a 



CITIZENS COMMUNICATIONS COMPANY SECTION E 
SANTA CRUZ GAS DIVISION SCHEDULE E-6B 

Page 1 of 2 
COMPARATIVE OPERATING INCOME STATEMENTS-ELIMINATE GRIFF WITNESS Doherty 

TEST YEAR ENDED DECEMBER 31,2001 

Line December 31,2001 
# Description Reference TOTAL OTHER WIO Griffith 

[ 2 1 - [ 3 1  . . .  
REVENUE 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 

13 
14 

17 
18 
19 
20 
21 
22 
23 
24 
25 

26 
27 
28 
29 
30 
31 
32 
33 

Residential 

Commercial 
Industrial 

Irrigation 
Public Authority 

Forfeited Discounts 

Misc. Service Revenues 

Other Revenue 
Transportation 
PGA Revenues 

Other 
TOTAL REVENUE 

PRODUCTION 
Steam Expenses 
Natural Gas City Gate Purchases 

Purchased Gas Expenses 
Total Production 

TRANSMISSION 
Measuring 8, Regulating Station 

Other Expenses 
Mains Expense 
Measuring & Regulating Station 
Maintenance of Station Equipment 

Maintenance of Other Equipment 

Operation Supervision and Engineering 
Load Dispatching 

Total Transmission 

DISTRIBUTION 
Mains & Servicing Expense 

MeasuringlRegulating Station Expense 

Measuring/Regulating Station Expense 

Measuring/Regulating Station Expense 

Meter Expense 

Customer Installation Expense 
Other Expenses 

Rents 

SCGD RCM FILED REVISED 9-20.xls 
Sec E!Sch-E-GB-Pl (BT181 ..CE240) 

400 $ 2,588,425 
40 I 1,034,255 

402 

407 

19,577 

520 

804 
007 

820 
024 

856 
057 
064 
067 

070 
87 1 

074 

075 
076 

077 
070 
079 

000 
001 

$ 3,642,257 $ 

2,318,681 

$ 2,588,425 
1,034,255 

19,577 

!b 3.642.257 

2,318,681 
4,588 4,588 

2,323,269 2,323,269 

191,254 
8,327 
1,549 

166 
51,283 
4,523 

10,785 
1,407 

191,254 
8,327 
1,549 

166 
51,283 
4,523 

10,785 
1,407 



CITIZENS COMMUNICATIONS COMPANY SECTION E 
SANTA CRUZ GAS DIVISION SCHEDULE E-6B 

Page 2 of 2 
COMPARATIVE OPERATING INCOME STATEMENTS-ELIMINATE GRIFF WITNESS Doherty 

TEST YEAR ENDED DECEMBER 31,2001 

Line December 31,2001 
# Description Reference TOTAL GRlFFlTH WIO Griffith - 

[ 2 1 - [ 3 1  

34 
35 
36 
37 
38 
39 
40 
41 
42 
43 

44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 

55 
56 
57 

58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 

DISTRIBUTION (Continued) 
Maintenance Supervision & Engineering 

Maintenance of Mains . 

Maintenance of Compressor Equip 

Maintenance Measuring/Regulation 

Maintenance MeasuringlRegulation 
Maintenance Measuring/Regulation 

Maintenance of Services 

Maintenance of Meter 

Maintenance of Other Equipment 
Total Distribution 

Supervision Customer Accounting 

Meter Reading Expense 
Customer Records & Collecting 

Uncollectible Accounts 
Miscellaneous Customer Accounts Expense 
Customer service and Information 

Supervision - Customer Service 
Customer Assistance Expense 

Information & Instructional Advertising 
Miscellaneous Customer Service & Info 

CUSTOMER ACCOUNTING & COLLECTION 

Total Customer Accounting 8 Collection 

SALES 
Demonstration & Selling 

Advertising Expense 
Total Sales 

ADMINISTRATIVE & GENERAL 
Administrative & General Salaries 

Office Supplies 8 Expense 
Outside Services Employed 
Property Insurance 

Injuries & Damages 

Employee PensionBenefits 
Regulatory Commission Expense 

General Expense 

Rents - A & G 
Maintenance of General Plant 

Total A & G 

69 TOTAL OPERATING EXPENSES 

70 Depreciation Expense 

71 Taxes - Other Than Income 

885 

887 
080 

889 

890 

891 
092 

893 
894 

901 

902 
903 

904 
905 

906 
907 

900 
909 
910 

912 

913 

920 
921 

923 
924 

925 

926 
928 

930 
931 

932 

126,241 
813 

8,964 

36,150 
2,749 

87 
444,298 

30,453 
107,314 
392,341 
22,213 

3.982 
5,882 

562,185 

152 
152 

72,143 
29,312 
42,724 

5,346 
11,443 
73,786 

1,437 
120,017 

1,210 
357,4 18 

$ 3,687,322 $ 

$ 510,049 $ 

$ 410,178 

126.241 
81 3 

8,964 

36,150 
2,749 

87 
444,298 

30,453 
107,314 
392,341 
22,213 

3,982 
5,882 

562,185 

1 52 
152 

72,143 
29,312 
42,724 

5,346 
1 1,443 
73,786 

1,437 
120,017 

1,210 
357,418 

$ 3,687,322 

$ 510,049 

$ 410,178 

SCGD RCM FILED REVISED 9-2O.Xl~ 
Sec E!Sch-E-6B-P2 (BT241 ..CE300) 



CITIZENS COMMUNICATIONS COMPANY 
SANTA CRUZ GAS DIVISION 

OPERATING STATISTICS 

TEST YEAR ENDED DECEMBER 31,2001 

11 1 

Line Therms 
# Description Sold 

YEAR ENDED DECEMBER 31.2001 

1 Residential 
2 Commercial 
3 industrial 
4 Irrigation 
5 Public Authority 

YEAR ENDED DECEMBER 31.2000 

6 Residential 
7 Commercial 
8 Industrial 
9 Irrigation 
10 Public Authority 

YEAR ENDED DECEMBER 31.1999 

11 Residential 
12 Commercial 
13 Industrial 
14 Irrigation 
15 Public Authority 

345,969 
176,929 

337,255 
179,365 

319,884 
177.063 

121 

Average 
Number of 
Customers 

6,353 
634 

SECTION E 
SCHEDULE E-7 

Page 1 of 1 
WITNESS 

131 

Average 
Annual 

Therms Per 
Customer 
[I 1 / 1 2 ]  

54.46 
279.07 

NIA 
NIA 
NIA 

Doherty 

REVISED 9-20-02 

141 

Average 
Annual 

Revenue Per 
Customer 

SChE-6/12] 

$ 407 
$ 1,631 

NIA 
NIA 
NIA 

6,268 53.81 $ 386 
624 287.44 $ 1,389 

NIA NIA 
NIA NIA 
NIA NIA 

6,184 51.73 $ 39 1 
649 272.82 $ 1,485 

NIA NIA 
NIA NIA 
NIA NIA 

NOTE: All financial statements and statistical schedules exclude revenue and expenses associated with Merchandising. 

SCGD RCM FILED REVISED 9-2O.xls @ Sec E!Sch-E-7 (CH1 ..CS60) 



CITIZENS COMMUNICATIONS COMPANY 
SANTA CRUZ GAS DIVISION 

TAXES CHARGED TO OPERATIONS 

SECTION E 
SCHEDULE E-8 

Page 1 of 1 
WITNESS Doherty 

TEST YEAR ENDED DECEMBER 31,2001 REVISED 9-20-02 

Line 
# Description 

FEDERAL AND STATE INCOME TAXES 

1 Federal 
2 State 
3 
4 
5 Amortization of ITC 

Provision for ADIT -- Federal 
Provision for ADIT - State 

6 TOTAL INCOME TAXES 

7 
8 
9 
10 
11 
12 
13 

14 

OTHER TAXES 

Payroll Taxes 
Property Taxes 
Regulatory Assessments 
Sales 
Franchise and License 
Gross Receipts and Franchise 
Other 

TOTAL OTHER TAXES 

December 31, 
2001 2000 1999 

$ (274,182) $ (187,814) $ (242,477) 
(77,477) (53,071) (577,035) 

(7,687) (9,097) 

$ (359,346) $ (249,982) $ (819,512) 

$ 30,330 
352,848 

27,000 

$ (4,855) 
207,229 

152,503 
51,985 
33,344 

$ 31,258 
151,760 

154,224 
30,692 
44,565 

'3 410.178 $ 440,206 $ 412,499 

[ a ] Sales and Franchise & License Taxes are not recorded in Revenue or in Taxes-Other Than Income. 
Therefore, no adjustment has been made to eliminate those taxes from Operating Revenue. 
Sales and Franchise & License Taxes are shown here to allow for inclusion in the Working Capital Calculation. 

NOTE: All financial statements and statistical schedules exclude revenue and expenses associated with Merchandising. 

SCGD RCM FILED REVISED 9-20.xls 
Sec E!Sch-E-8 (CVI ..DG60) 
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NOTE: 

NOTE: 

CITIZENS COMMUNICATIONS COMPANY 
SANTA CRUZ GAS DIVISION 

NOTES TO FINANCIAL STATEMENTS 

SECTION E 
SCHEDULE E-9 

Page 1 of 1 
WITNESS Doherty 

TEST YEAR ENDED DECEMBER 31,2001 

Rate or 
Amount 

The Company is on the accrual accounting method as prescribed by the Uniform System of Accounts. 

The Company uses the straight line method for calculating depreciation expense using the depreciation rates 

This method produces a composite depreciation rate of approximately 
approved in Decision No. 55535 

3.68% 

The Company uses the Normalization Method of computing Income Taxes. 

Rates used to charge Allowance for Funds Used During Construction for the following years were: 

2001 
2000 
1999 
1998 
1997 
1996 

6.53% 
6.53% 
6.81% 
7.19% 
6.38% 
8.57% 

All financial statements and statistical schedules exclude revenue and expenses associated with Merchandising. 

SCGD RCM FILED REVISED 9-2O.xk 
Sec E!Sch-E-9 (DJI ..DU60) 
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CITIZENS COMMUNICATIONS COMPANY 
SANTA CRUZ GAS DIVISION 

PROJECTED FINANCIAL STATEMENTS 
AT PRESENT AND PROPOSED RATES 

SECTION F 
SCHEDULE F-I 

Page 1 of 1 
WITNESS Mason 

TEST YEAR ENDED DECEMBER 31,2001 REVISED 9-20-02 

[I 1 [ 2 1  [ 3 1  141 

Recorded 
Year Ended 

Projected Year Ended December 31,2002 

Line December 31, Present Proposed 
# Description Reference 2001 Rates Rates 

1 REVENUE $ 3,642,257 $ 5,866.000 [ a ]  $ 7,085,000 [ b ]  

2 OPERATING EXPENSES 4,607,549 6,058,000 [ a ] 6,542,000 [ b ] 

3 OPERATING INCOME (LOSS) L I - L 2  (965,292) (192,000) 543,000 

4 AFUDC 70,066 28,000 28,000 

5 OTHER INCOME (EXPENSE) 393,986 (1 2,000) (12,000) 

@ 6 NETINCOME $ (501,2401 $ (176,000) $ 559,000 
TO SCh A-2 TO SCh A-2 TO SCh A-2 

7 Earning Per Share of Average Common Stock NIA NIA NIA 

8 Percent Return on Common Equity NIA NIA NIA 

NOTE: 
INFORMATION FOR PREFERRED DIVIDENDS, COMMON STOCK AND EARNINGS PER SHARE OF COMMON STOCK 
ARE NOT AVAILABLE FOR THE NAGD AND SCGD SINCE THEY ARE DIVISIONS AND HAVE NO COMMON STOCK OR 
PERFERRED STOCK. 

[ a ] Includes Prior Year's Gas Cost Recovery in the Amount of $ 1,600,000 

[ b l  
9 Test Year Revenue Increase Sch C-I, COl[ 61, L 13 $ 1,206,674 
10 Percent lncrase in Customers for 2002 over 2001 101% 

11 Increase in Revenues in 2002 L 9 * L 1 0  $ 1,218,741 $ 1,218,741 

12 Uncollectible Expense and Income Tax Ratio Sch C-I, Col [ 61, (L 17 + L 37) I L 13 39.680% 

13 Increase in Uncollectibles and Income Taxes Related to Increase in Revenues ( L 11 L 12 ) $ 483,596 

SCGD RCM FILED REVISED 9-20.A~ @ Sec F!Sch-F-I (AI  ..L60) 



CITIZENS COMMUNICATIONS COMPANY 
SANTA CRUZ GAS DIVISION 

PROJECTED CHANGES IN FINANCIAL POSITION 

SECTION F 
SCHEDULE F-2 

Page 1 of 1 
WITNESS Mason 

REVISED 9-20-02 TEST YEAR ENDED DECEMBER 31,2001 

11 1 [ 2 1  

# Description Reference 2001 

Year Ended 
December 31, Line 

- 

[31 141 
Projected Year Ended 12-31-02 
Present Proposed 
Rates Rates 

SOURCE OF FUNDS 
From Operations: 

1 Netlncome $ (501,240) $ (176,000) $ 559,000 
(70,066) (70,066) 2 Allowance for Funds Used During Construction (70,066) 

3 GrifMhEamings 
4 other hcome (Expense) Items 
5 Sub-Total ~ u m ( ~ l t o L 4 )  $ (571,306) $ (246,066) $ 488,934 

536,134 536,134 

290,068 1,025,068 

6 Depreciation 51 0,049 

7 Total From Operations L 5 + L 6  (61,2571 

From Other Sources: 
Increase in Customer Advances and ClAC 
Increase in Regulatory Liabilities 
Increase in Accumulated Deferred Income Taxes 
Increase in Accounts Payable Associated Companies 
Decrease in note Receivable Associated Companies 

Increase in Miscellaneous Operating Reserves 
Increase in Current & Accrued Liabilities 

Decrease in Current Assets 
Decrease in Other Assets 

(65,899) 

(25,846) 
1,089,057 

8 
9 
10 
11 
12 
13 
14 
15 
16 
17 

e l8 
Total From Other Sources Sum (L 8 to L 17) 997,312 195.632 

$ 936,055 $ 485,700 $ 1,025,068 

$ 485,700 

19 TOTAL FUNDS PROVIDED L 7 + L 1 8  

APPLICATION OF FUNDS 

717,368 $ 485,700 
67,578 [ c ]  

230,030 [ b ]  
382,293 [ b ]  

20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

31 

Construction Expenditures (Including CWIP) 
'Retirements" Decreasing PIS at end of year 
Increase in Current Assets 
Increase in Other Assets 

539,368 Decrease in Misc Operating Reserves 
Decrease in Current and Accrued Liabilities 
Decrease in Regulatory Liabilities 
Decrease in Accumulated Deferred Income Taxes 
Decrease in Accounts Payable Associated Companies 

Increase in note Receivable Associated Companies 

(316,493) [ a I $ $ Funds Distributed For Year 

$ 1,025,068 

TO Sch A-5 

32 

[ a 1  
33 
34 
35 

TOTAL FUNDS APPLIED Sum (L 2010 L 31) $ 485,700 $ 936,055 

TO Sch A 5  
(571,306) 
254,813 

$ (316,493) 

Chanae in UnapproDriate Earned Surplus 
Funds Provided to Unappropriated Earned Surp L 5 . 
Decrease in Unappropriated Earned Surplus 
Total Distributed for Year 

Excludes Changes Intercompany Assets or Liabilities which are shown separately 
Retirements are included in change in Plant balances as a reduction, therefore need to be added to get total for Construction Expe 

NOTE: NAGD and SCGD do not issue debt or equity securities and therefore there are no changes in those categories. 

SCGD RCM FILED REVISED 9-2O.xlS 
Sec F!Sch-F-2 (01 ..270) 
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CITIZENS COMMUNICATIONS COMPANY 
SANTA CRUZ GAS DIVISION 

PROJECTED CONSTRUCTION REQUIREMENTS 
AT PRESENT AND PROPOSED RATES 

SECTION F 
SCHEDULE F-3 

Page 1 of 1 
WITNESS Mason 

TEST YEAR ENDED DECEMBER 31,2001 REVISED 9-20-02 

Year Ended 
December 31, 

Projected Year Ended December 31, 

# Description 2001 2002 2003 - 

I INTANGIBLE PLANT $ 13,847 $ $ 

2 TRANSMISSION PLANT 314,709 

3 DISTRIBUTION PLANT 

4 
GENERAL PLANT 

5 TOTAL PLANT 

13,003,375 479,700 900,000 

596,354 6,000 100,000 

$ 13,928,285 $ 485,700 $ 1,000,000 

To A 4  

TOTAL 2001 $ 13,928,285 

Less: CIAC (478,911) 

NET CITIZENS FUNDS $ 13,449,374 

2004 

$ 

550,000 

50,000 

$ 600,000 

To A 4  

SCGD RCM FILED REVISED 9-20.xlS @ Sec F!Sch-F-3 (ACI ..AN60) 



CITIZENS COMMUNICATIONS COMPANY SECTION F 
SANTA CRUZ GAS DIVISION SCHEDULE F-4 

Page 1 of 1 
ASSUMPTIONS USED IN DEVELOPING PROJECTIONS WITNESS Mason 

TEST YEAR ENDED DECEMBER 31,2001 REVISED 9-20-02 

[ a ] Projections for Operations are based on Testimony of Mr. Gary Smith. 

[ b ] Citizens Communicaitons does not project capital structure or cost rates for components of capital structure 
and therefore the data is not available. 

SCGD RCM FILED REVISED 9-20.A~ 
Sec F!Sch-F-4 (AQI..BB60) 



CITIZENS COMMUNICATIONS COMPANY 

SANTA CRUZ GAS DIVISION 

COST OF SERVICE STUDY---(See Separate Model) 

SECTION G 



CITIZENS COMMUNICATIONS COMPANY 

SANTA CRUZ GAS DIVISION 

'ECT OF PROPOSED TARIFF SCHEDULES---(See Separate Mo 

SECTION H 
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PART I 

Item 1. Descriptionof Business 

This annual report on Form 10-K contains forward-looking statements that are subject to risks and uncertainties which could 
cause actual results to differ materially fkom those expressed or implied in the statements. Further discussion regarding 
forward-looking statements, including the factors which may cause actual results to differ from such statements, is located in 
Item 7, “Management’s Discussion and Analysis of Financial Condition and Results of Operations” in this report. 

(a) General Development of Business 

The ‘‘Company” includes Citizens Utilities Company and its subsidiaries except where the context or statement indicates 
otherwise. The Company provides, through subsidiaries, communications services primarily to rural and suburban customers 
throughout the United States, and competitive local exchange carrier (CLEC) services to retail business customers and to other 
communicationscarriersthrough its 82% owned subsidiary, Electric Lightwave Inc. (ELI). 

The Company was incorporated in Delaware in 1935 to acquire the assets and business of a predecessor public utility 
corporation. Since then, the Company has grown as a result of investment in owned operations and from numerous acquisitions 
of additional communicationsand public utility operations. 

During 1998, the Company announced its intent to separate its telecommunications and public utility operations into two 
stand-alone publicly traded companies. This separation was being made in recognition of the different investment features, 
performance criteria, capital structures, dividend policies, customer requirements and regulatory designs of each business, 
and would allow each business to pursue its own strategy and compete more effectively in its respective markets. During 
1999, opportunities became available to acquire telephone access lines that meet the Company’s investment criteria while the 
private market valuations for public utility operations increased. Accordingly, the Company abandoned its separation 
strategy and announced its intention to acquire telephone access lines and divest its public utility operations by sale. 

The Company continues to expand through internal investment in its telephone and CLEC operations and acquisition of 
additional communications operations. The Company’s new subsidiary, Citizens Capital Ventures will explore opportunities 
to build and support internet based communications solutions to achieve synergies with the systems and content sides of our 
business. To enable the strategy, the Company has assembled a management team skilled in wireline, wireless, cable and 
Internet technology and marketing skills. 

Between May and December 1999, the Company announced that it had entered into agreements to purchase approximately 
91 1,000 telephone access lines for $2.8 billion (See Acquisitions and Investments in section (c) below). In October 1999, the 
Company announced the sale of its water and wastewater treatment businesses for $835 million and in February 2000 
announced the sale of its electric businesses for $535 million. The proceeds &om these sales, along with the planned sale of 
the Company’s gas businesses, will be used to permanently h n d  telephone access line purchases. The Company’s financial 
resources and operating performance enable it to make the investments and conduct the operations necessary to serve 
growing areas and to expand through acquisitions. 

(b) Financial Jnformation about Industw Segments 

The Company traditionally measured its segments by service (Communications, ELI, Gas, Electric, Water and Wastewater). 
The Gas, Electric, Water and Wastewater segments have been discontinued and are no longer presented. As the Company 
becomes solely a telecommunications provider, the measurement of segments will evolve to be more representative of the 
Company’s business activities. 

Note 16 of the Notes to Consolidated Financial Statements included herein sets forth financial information about industry 
segments of the Company for the last three fiscal years. 
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(c) Narrative DesCTiDtiOn of Business 

COMMUNICATIONS 

Through its subsidiaries, collectively known as Citizens Commqnications, the Company provides both regulated and 
competitive communications services to residential, business and wholesale customers. Communications services consist of 
local network services, network access services, long distance services, directory advertising, cenbex, custom calling and 
caller ID services, paging, cellular, Internet access, voice mail and conference calling and cable television services. The 
Company provides local network services to the following approximate number of access lines in the following states: 

LocalNetwork 
- State Access Lines 
New York 330,500 
West Virginia 152,200 
Arizona 147,900 
California 136,500 
Tennessee 101,800 
Nevada 27,300 
Wisconsin 25,700 
Utah 22,800 
Idaho 21,100 
Oregon 14,800 
Montana 8,600 
New Mexico 67200 
Pennsylvania 1,400 
Total 996,800 

The Company provides network access services and billing and collections services primarily to AT&T Corporation, MCI 
WorldCom, Inc. and Sprint Corporation. The Company is also enhancing its network support systems to offer local resale 
capabilities in its local exchange fianchise serving areas to emerging CLECs. 

The Company owns a one-third interest and is general managing partner of Mohave Cellular, a cellular limited partnership, 
currently operating twelve cell sites in Arizona. By year-end 2000 the partnership expects to be operating seven additional 
sites. 

Strategy 

The Company’s traditional telephone operations and those of ELI will be operated in close conjunction with each other to 
become a total communicati&s provider of voice, data, text and image services to enable our communities to have 24-hour 
access to the world, with the Company havpg the ability to satisfy all of its customer’s communications needs. The 
Company is increasing service levels, product availability and adding customers through customer growth, acquisitions and 
b e  planned expanded use of ELI’S national broadband network (see ELI discussion). To better serve our expanding 
customer base, the Company is migrating to a regional operational structure. This will put management and operakg 
resources closer to the customer and solidify commitments to communities served. 

Regulatory Environment 

LocaiExchange Comvetifion 
The Telecommunications Act of 1996 (the 1996 Act), which became law in February 1996, is dramatically changing the . 
telecommunicationsmarketplace, including the rural areas served by the Company. The Federal Communications Commission 
(FCC) and many state regulatory agencies are conducting extensive rule-making proceedings to implement the Act. New and 
proposed FCC and state rules have impacted, and will continue to impact, the Company’s operations. 

The primary thrust of the 1996 Act was to open local telecommunicationsmarkets to competition while preserving universal 
telecommunicationsservice. The I996 Act and subsequent FCC interconnectiondecisions established the relationships between 
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Incumbent Local Exchange Carriers (ILECs), such as the Company and Competitive Local Exchange Carriers (CLECs), such as 
the Company’s subsidiary ELI, and the mechanisms for competitive market entry. Though smaller carriers like Citizens, who 
serve predominantlynual markets, did receive a qualified exemption from some of the technical requirements imposed upon all 
ILECs for interconnection arrangements, the Company did not receive an exemption from interconnection or local exchange 
competition in general. The exemption, which is known as the rural telephone company exemption, continues until a bona fide 
request for interconnection is received from a CLEC, and a state regulatory commission with jurisdiction determines that 
discontinuance of the exemption is warranted. The state commission must determine that discontinuing the exemption will not 
adversely impact the availability of universal service in the state nor impose an undue economic hardship on the Company, and 
that the requested interconnectionis technically feasible. 

Under the 1996 Act and subsequent FCC rules, a CLEC can compete using one or more of three mechanisms. The first is by 
constructioniof its own local exchange facilities, in which case the ILEC’s sole obligation is interconnection for purposes of 
trafkic interchange. The second allows CLECs to purchase unbundled network elements (UNEs) at cost from the ILEC and 
assemble them into local exchange services andor supplementthe facilities it already owns. The third is by resale of the ILEC’s 
retail services purchased at wholesale rates from the ILEC. Since passage of the 1996 Act, Citizens has received over 172 
requests for interconnection. Over 50 individual competitors are operating in the Company’s markets. These competitors are 
mainly serving internet service providers and a few large business customers. Some competitors have taka advantage of the 
ILEC’s requirement to pay the CLEC reciprocal compensation for traffic delivered to the CLEC. The explosion of the internet 
has provided CLECs with an immediate mechanism to build traffic and reciprocal compensationrevenues. The Company’s rural 
markets have limited the impact of reciprocal compensation, but additional threats are expected as CLECs begin to move into 
second and third tier markets. In 1999, the Company paid approximately$160,000 in reciprocal compensation. However, the 
Company has signed additional reciprocal Compensation agreements and has several pending that will increase reciprocal 
compensation in 2000. While Citizens Communications is a reciprocal compensation payor, ELI is a reciprocal compensation 
receiver. The Company expects the impact of reciprocal compensation in the future to be somewhat mitigated by lower 
interconnectionrates and the spread of Digital Subscriber Line (DSL) and other network services that allow customers to obtain 
a direct link to the internet at a lower cost. These types of non-switch arrangements are not expected to be subject to reciprocal 
compensation. 

After being overturned by the United States Court of Appeals for the Eighth Circuit, the FCC’s rules providing guidance to 
the states on the minimum required UNEs and the pricing of interconnection services were reinstated by the United States 
Supreme Court (the Court) in 1999. The Court’s decision also remanded to the FCC for further consideration the articulation 
of the minimum required UNEs. Late in 1999, the FCC issued its order on the remand. That order designated almost all of 
the earlier designated UNEs as a m i n i u m  requirement and promulgated several new ones. Of the newly designated UNEs, 
the one that could have the greatest impact upon the Company is known as line sharing. Line sharing requires the Company 
to make the necessary arrangements to allow competitive DSL providers to access the data portion of each of the Company’s 
local dial tone lines. What this means is that competitors could provide DSL service to Company’s customers without 
having to also provide voice grade services. 

UniversaISeTvice Reform 
Under the 1996 Act, the FCC was charged with the task of transforming the historical implicit subsidy mechanisms into an 
explicit arrangement, which would be funded in a nondiscriminatorymaer by all telecommunicationsproviders. Historically, 
ILEC rates for non-basic services were set high to offset below cost rates for basic services, predominantly local residential 
services. However, regulatory and legislative mandates combined with competitive pressures dictate that prices for all 
telecommunicationsservices become more aligned with their cost. In October 1999, the FCC establisheda new universalservice 
mechanism for non-rural carriers. As a m a l  carrier, the Company is not subject to the new mechanism, and will continue to 
receive universal service funds under the current embedded cost based universal service fund. In 2000, the FCC is expected to 
begin reviewing alternativesfor a new universal service program for rural carriers. 

Price Car, Rdom 
Price cap regulation is a form of rate regulation in which the interstate rates of affected ILECs are subject to maximums that are 
periodically adjusted according to a mechanism contained in the FCC’s rules. The mechanism adjusts rates each year by the 
inflationrate less a productivityfactor known as the X-factor. The FCC last set the X-factor at 6.5% effective on July 1, 1996 by 
the Price Cap Reform Order issued in May 1997. Price cap carriers are allowed to retain all earnings generated by operating at 
or below the capped rates. In this manner, affected ILECs are rewarded for achieving operating efficiencies. The Company has 
elected to be subjectto price cap regulation. 
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In 1999 the Court, in a decision that will take effect on April 1,2000, vacatedthe FCC’s May 1997 Price Cap Reform Order. 
The Court found that the FCC had not properly supported their calculation of the 6.5% X-factor and then remanded the 
calculation of the X-factor to the FCC for further consideration and articulation. The FCC is currentlyreviewing this matter and 
is expected to issue an orderbefore April 1 , 2000 establishing a revised)(-factor. The revised factor should become effective on 
July 1,2000. It is possible, but unlikely that, the new factor will be retroactivelyapplied to July 1,1996. 

Repianal Bell OueratinpCompanv Lonp Distance Entry 
Under the 1996 Act the Regional Bell Operating Companies (RBOCs) were precluded from competing in most long distance 
markets until they satisfied the state regulatory authority with jurisdiction and the FCC that their markets had been sufficiently 
opened to local exchange competition. In October 1999, the New York Public Service Commission (NYPSC) determined that 
Bell Atlantic’smarkets m the state were sufficiently open to local exchange competition, and recommendedto the FCC that Bell 
Atlantic be gianted approval to enter all long distance markets in the state. In December 1999, the FCC concurred and allowed 
Bell Atlantic to begin offering all long distance services to its customers in New York. Since the Company currently offen l a g  
distance service in New York, it is possible that the entry of Bell Atlantic into this market could impact the Company’s 
operations. The FCC and other states may take similar actions for other RBOCs and states during 2000. 

Competition 

As discussed more fully in Regulatory Environment, in each of the Company’s markets, there is the potential for competition 
from several sources including, but not limited to, other ILECs for local network services; CLECs for enhanced data and 
Internet services; Long distance providers including AT&T Corporation, MCI WorldCom and Sprint Corporation, as well as, 
other communications businesses who provide an array of other communications services including cable television 
companies (CAWS), electric utilities, international carriers, satellite carriers, teleports, microwave carriers, wireless 
telephone system operators and private networks built by large end users. Although the potential for competition exists in 
many forms, the Company is the dominant ILEC in all of its service temtories, and believes itself to be well positioned to 
manage competitive threats. 

ELECTRIC LIGHTWAVE 

ELI is a facilities-based integrated communications provider providing a broad range of communications services to 
businesses. ELI provides the full range of products and services, including switched local and long distance voice services, 
enhanced data communications services and dedicated point-to-point services, in the western United States. ELI markets in 
the western United States to retail business customers, who are primarily communications-intensive organizations, and 
nationally to wholesale customers, who are communications carriers themselves. 

ELI currently provides the full range of its services in seven major cities and their surrounding areas, including: 

Boise, Idaho 
Portland, Oregon 
Sdt  Lake City, Utah 

Phoenix, Arizona 
Sacramento, California 
Seattle, Washington 

Spokane, Washington 
c 

The major cities include an extensive network of approximately 1,871 route miles of fiber optic cable installed to create a 
series of Synchronous Optical Network (SONET) rings, which provide a higher degree of stability and dependability. 
Switched service, including local dial tone, is provided from 8 Nortel DMS 500 switches in the primary major cities. ELI 
also has transmission equipment colocated with switches of the ILEC at 55 locations. 



ELI has broadband data points of presence in its major cities as well as other strategic cities across the United States, 
including: 

Atlanta, Georgia Austin, Texas 
Chicago, Illinois Cleveland, Ohio 
Dallas, Texas Denver, Colorado 
Houston, Texas Las Vegas, Nevada 
Los Angeles, California New York, New York 
Philadelphia, Pennsylvania San Diego, California 
San Francisco, California Washington, D.C. 

ELI has developed an Internet backbone network with 42 routers providing Internet connectivity in each of its markets, 
hcluding presence at all major network access points and over 125 “peering arrangements” with other Internet backbone 
service providers. A peering arrangement is an agreement where Internet backbone service providers agree to allow each 
other direct access to Internet data contained on their networks. In addition, ELI’s broadband network consists of 32 fiame 
relay switches, 23 Asynchronous Transfer Mode (ATM) switches and 77 network-to-network interfaces. National and 
international coverage is provided through strategic relationships with other communications providers. 

ELI owns or leases broadband long-haul fiber optic network connections between its major cities in the west and its strategic 
markets across the nation. By carrying traffic on ELI’s own facilities, ELI is able to maximize the utilization of its network 
facilities and minimize network access and certain interconnection costs. As of December 3 1, 1999, ELI operated long-haul 
networks with a total route mileage of 2,181 miles, including routes between Phoenix and Las Vegas; Portland and Seattle; 
Portland and Spokane; Portland and Eugene; Portland and Boise and Boise and Salt Lake City. During 1998, ELI began 
construction of what it believes will be the largest ringed SONET in the western United States. The approximately 3,200 mile 
self-healingring is expected to be completed in 2000 and will connect Portland, Sacramento, San Francisco, Los Angefes, Las 
Vegas, Salt Lake City and Boise and will include Dense Wave Division Multiplexing (DWDM) equipment. DWDM is a 
technique for transmitting 16 or more different light-wave frequencieson a single fiber to increase transmissioncapacity. 

In the development of ELI’S long-haul facilities, ELI has formed strategic relationships with utility companies that enable 
ELI to (i) utilize existing rights-of-way and fiber optic facilities, (ii) leverage their consetvction expertise and local permitting 
experience and (iii) minimize capital requirements in order for ELI to extend its network infrastructure more quickly and 
economically. In addition to the long-haul agreements, another agreement provides for a fiber optic network in the Phoenix, 
Arizona metropolitan area. 

ELI entered into a fibex-swap agreement during 1999 which exchanges unused fiber on its network for unused fiber on 
another carrier’s network. This exchange will provide ELI with a fiber route fkom Salt Lake City to Denver and continuing 
on to Dallas. ELI anticipates incorporating the other carrier’s fiber into its network during 2000. 

US West Communications, Inc. (US West) accounted for approximately 19% of ELI’S revenue in 1999. The revenue €Tom 
US West consisted primafilqr of reciprocal compensation relating to the transport and termination of traffic between US 
West’s network and ELI’S network and an 18 month take-or-pay agreement. 

The following table represents certain operating information relating to ELI: 

Route miles* 
F ikr  miles* 
Buildings connected 
Access line equivalents 
Switches and routers installed 

Voice 
Frame Relay 
Internet 
ATM 

Customers 

- 1999 
4,052 

214,864 
824 

161,555 

8 
32 
42 
23 

2,371 

- 1998 
3,091 

18 1,368 
766 

74,924 

7 
23 
24 
14 

1,644 

- 1997 
2,494 

140,8 12 
610 

34,328 

5 
20 
17 
8 

1,165 

* Route miles and fiber miles also include those to which ELI has exclusive use pursuant to license and lease arrangements. 
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Strategy 

While ELI expects additional network growth in 2000, especially with the completion of its long-haul routes, the primary 
focus in the next year is targeted at increasing the use of its installed asset base. ELI expects a substantial portion of its 
growth to come from increased penetration of existing on-net buildings, a focus on sales to customers that are connected to 
the network and an increase in market share in ELI’s seven major cities and surrounding areas. ELI anticipates a higher 
volume of sales to other carriers with the completion of its long-haul routes. 

Regulatory Environment 

As a common carrier, ELI is subject to federal, state and local regulation. The FCC exercises jurisdiction over all interstate 
communications services. Local 
governments may require ELI to obtain licenses or franchises regulating the use of public rights-of-way necessary to install 
and operate its networks. 

State commissions retain jurisdiction over all intrastate communications services. 

TelecommunicationsAct of 1996 
With the passage of the Telecommunications Act of 1996, the increase in customer demand for enhanced broadband data 
services and the development of competitive public data and voice networks, ELI has substantially expanded the breadth of its 
product offering and its geographicreach in the last five years. This includes expanding the number of local fiber networks fiom 
two to seven cities in the west and development of the data and Internet network across the U.S. (See additional information 
related to TelecommunicationsAct of 1996 in Communications section above). 

ELI has various interconnectionagreements in the states in which it operates. These agreements govern reciprocal compensation 
relating to the transport and termination of traf€ic between the ILEC’s and ELI’S networks. On February 25, 1999, the FCC 
issued a Declaratory Ruling and Notice of Proposed Rulemaking that categorized calls terminated to Internet Service hoviders 
(ISPs) as “largely” interstate in nature, which could have the effect of precluding these calls from reciprocal compensation 
charges. However, the ruling stated that ILECs are bound by the existing interconnection agreements and the state decisions that 
have defined them. The FCC gave the states authority to interpret existing interconnection agreements. Since the FCC order, 
Oregon, Washington, California and Arizona have ruled that calls terminated to ISPs should be included in the calculation to 
determine reciprocal compensation. 

State Regulation 
Most state public utilities commissions require communications providers? such as ELI, to obtain operating authority prior to 
initiating intrastate services. Most states also require the filing of tariffs or price lists andor customer-specific contracts. In 
the states in which ELI currently operates, ELI is not subject to rate-of-return or price regulation. ELI is subject, however, to 
state-specific quality of service, universal service, periodic reporting and other regulatory requirements, although the extent 
of such requirements is generally less than that applicable to ILECs. 

Competition _. - 

ILEC Competition ir 

ELI faces significant competition from the ILECs in each of its facilities-based markets. The EECs currently dominate the 
local exchange market and are a de facto monopoly provider of local switched voice services. Primary ILEC competitors are 
US West, PacBell and GTE Corp. (GTE). ILECs have long-standing relationships with their customers and have financial 
and technical resources substantially greater than those available to ELI. 

CLEC Competi~on 
Facility-based operational CLEC competitors in ELI’s markets include, among others: AT&T Local Services, GST 
Telecommunications, MCI WorldCom, Inc. and NEXTLINK Communications. In each of the markets in which ELI 
operates? at least one other CLEC, and in some cases several other CLECs, offer many of the same local communications 
services, generally at similar prices. 



Cornvetition From Others 
Potential and actual new market entrants in the local communications services business include RBOCs entering new 
geographic markets, Inter Exchange Carriers (D<Cs), CATVs, electric utilities, international carriers, satellite carriers, 
teleports, microwave carriers, wireless telephone system operators and private networks built by large end users. In addition, 
the current trend of business combinations and alliances in the communications industry, including mergers between RBOCs, 
may increase competition for ELI. With the passage of the 1996 Act and the entry of RBOCs into the long distance market, 
IXCs may be motivated to construct their own local facilities or otherwise acquire the right to use local facilities andor resell 
the local services of ELI’s competitors. 

Network Services 
Competition for network services is based on price, quality, network reliability, customer service, service features and 
responsiveness to the customer‘s needs. ELI’s fiber optic networks provide both diverse access routing and redundant 
electronics, which affords ELI a competitive advantage. 

Hiah-Sveed Data Service 
Competitors for high-speed data services include major IXCs, other CLECs and various providers of niche services (e.g., 
Internet access providers, router management services and systems integrators). The interconnectivity of ELI’s markets may 
create additional competitive advantages over other data service providers that must obtain local access from the ILEC or 
another CLEC in each market or that cannot obtain intercity transport rates on terms as favorable as those available to ELI. 

Internet Services 
The market for Internet access and related services in the United States is extremely competitive, with barriers to entry 
related to capital costs, bandwidth capacity and internal provisioning and operations processes. Competition is expected to 
intensify as existing services and network providers and new entrants compete for customers. In addition, new enhanced 
Internet services such as managed router service and web hosting are constantly under development in the market, and 
additional innovation in this market is expected by a range of competitors. ELI’S current and fitme competitors include 
communications companies, including the RBOCs, IXCs, CLECs and CATVs, and other Internet access providers. 

ACOUISITIONS AND INVESTMENTS 

In J ~ i m ~ y  1999, Centennial Cellular COT. was merged into a corporation created by Welsh, Carson, Anderson & Stowe. 
The Company received approximately $205,600,000 in cash for all its Common Stock interests and approximately 
$17,500,000 related to accrued dividends on the preferred stock. 

On May 27, September 21 and December 16, 1999, the Company announced that it had entered into definitive agreements 
with GTE to purchase approximately 366,000 (as of December 31, 1999) access lines located in Arizona, California, Illinois, 
Minnesota and Nebraska. The aggregate purchase price is expected to be approximately $1,171,000,000 in cash. The 
Company expects that these acquisitions, which are subject to various state and federal regulatory approvals, will occur on a 
state-by-state basis and will begin closing in the third quarter 2000. 

On June 16, 1999, the Company announced that it had entered into definitive agreements with US West providing for the 
purchase of approximately 545,000 (as of December 3 1, 1999) telephone access l i e s  located in Arizona, Colorado, Idaho, 
Iowa, Minnesota, Montana, Nebraska, North Dakota and Wyoming for approximately $1,650,000,000 in cash. The 
Company expects that these acquisitions, which are subject to various state and federal regulatory approvals, will occur on a 
state-by-state basis and will begin closing in the third quarter 2000. 

In October 1999, Century Communications Corporation (Century) was merged into Adelphia Communication Corporation 
(Adelphia). The Company received approximately $21 3,000,000 of proceeds, including approximately $39,000,000 in cash 
and $174,000,000 in shares of Adelphia Class A Common Stock, for the Company’s interest in Century and for the 
Company’s interest in a cable joint venture with Century. 

- - 

GENERAL 

Order backlog is not a significant consideration in the Company’s businesses and the Company has no contracts or 
subcontracts which may be subject to renegotiation of profits or termination at the election of the Federal government. The 
Company holds franchises fiom local governmental bodies which are of varying duration. The Company also holds 
Certificates granted by various state commissions which are generally of indefinite duration. The ComPmy has no special 
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working capital practices, and the Company’s research and development activities are not material. The Company holds no 
patents, trademarks, licenses or concessions that are material. 

The Company had approximately 6,700 employees, of which 4,900 were associated with continuing operations and 1,800 
were associated with discontinued operations, at December 3 1,  1999. 

(d) Financial Informationabout Foreign and Domestic Ooerations and Exoort Sales 

In 1995, the Company made an initial investment in and entered into definitive agreements with Hungarian Telephone and Cable 
Corp. (HTCC). The investment in HTCC had declined in value during 1998 and in the fourth quarter of 1998 management 
deteminedthat the decline was other than temporary. As a result, the Company recognized a loss of $31,900,000 in the HTCC 
investmentin’Other income (loss), net in the 1998 statementsof income and comprehensiveincome. 

In May 1999, in connection with HTCC’s debt restructuring, the Company cancelled a note obligation from HTCC to the 
Company and a seven-year consulting services agreement in exchange for the issuance by HTCC to the Company of 
1,300,000 shares of HTCC Common Stock and 30,000 shares of HTCC’s 5% convertible preferred stock. Each share of 
HTCC convertible preferred stock has a liquidation value of $70 and is convertible at the option of the Company into 10 
shares of HTCC Common Stock. To the extent the 1,300,000 HTCC common shares and the 300,000 HTCC common shares 
underlying the HTCC convertible preferred stock do not achieve an average market closing price of at least $7 per share for 
the twenty trading days ending March 31, 2000, HTCC has agreed to issue additional HTCC convertible preferred shares 
with a value equal to any such shortfall. As of March 15,2000, the stock was trading at $8 13/16 per share. 

At December 31, 1999, the Company owns approximately 19% of the HTCC shares presently outstanding. The Company’s 
investment in HTCC is classified as an available for sale security and accounted for using the cost method of accounting. 
Additionally,the Company has exercisedits right to nominate one member of the Board of Directors of HTCC. 

Item 2. Descriutionof ProuerQ 

The Administrative Office of the Company is located at 3 High Ridge Park, Stamford, CT 06905 and is leased. The 
operations support office for Citizens Communications relocated from a leased facility in Dallas, Texas in November 1999 to 
a new 250,000 square foot owned facility located in Legacy Park at 5600 Headquarters Drive, Plano, TX 75024. The new 
facility accommodates approximately I ,  100 employees and has the acreage necessary for phased expansion UP to 750,000 
square feet. Citizens Communications is expanding its Call Center operations to meet the needs arising from the integration 
of access lines being purchased from US West and GTEL New leased call center facilities are currently under construction in 
Elk Grove, CA and Gloversville, NY. Also under renovation is an 81,700 square foot facility that was purchased in 
Kingman, AZ for call center expansion. The Company is evaluating an additional call center facility in the Midwest region 
of the country. 

The operations support office for ELI i5 located at 4400 NE 7 p  Avenue, Vancouver, WA 98662 in an approximately 98,000 
square foot office building which Is owned. This building is fully utilized, and ELI leases an additional 93,000 square feet of 
office space in Vancouver. In addition, ELI has leased local office space in various markets throughout the United States, 
and also maintains a warehouse facility in Portland, Oregon. ELI leases network hub and network equipment installation 
sites in various locations throughout the areas in which ELI provides services. The office, warehouse and other facilities 
leases expire on various dates through October 2008. 

Citizens Comunications and ELI own property including: telecommunications outside plant, central office, fiber-optic and 
microwave radio facilities. (See description of business for listing of locations). 

9 



item 3. Legal Proceedinps 

In November 1995, the Company’s Vermont electric division was permittedan 8.5% rate increase. Subsequently,the Vermont 
Public Service Board (VPSB) called into question the level of rates awarded the Company in connection with its formal review 
of allegations made by the Department of Public Service (the DPS), the consumer advocate in Vermont and a former Citizens 
employee. The major issues in this proceeding involved classificationof certain costs to property, plant and equipment accounts 
and the Company’s Demand Side Management program. In addition, the DPS believed that the Company should have sought 
and received regulatory approvals prior to construction of certain facilities in prior years. On June 16, 1997, the VPSB ordered 
the Company to reduce its rates for Vermont electric service by 14.65% retroactive to November 1, 1995 and to r e h d  to 
customers, with interest, all amounts collected since that time in excess of the rates authorized by the VPSB. In addition, the 
VPSB assessed statutory penalties totaling $60,000 and placed the Company on regulatory probation for a period of at least five 
years. Duriag this probationary period, the Company could lose its franchise to operate in Vermont if it violates the terms of 
probationprescribedby the VPSB. The VPSB prescribedfinal terms of probation in its final order issued September 15, 1998. 
In October 1998, the Company filed an appeal in the Vermont Supreme Court challenging certain of the penalties imposed by 
the VPSB. The appeal has been fully briefed and arguedand the Company is awaitingthe Court’s decision. 

In August 1997, a lawsuit was filed in the United States District Court for the District of Connecticut (Leventhal vs. Tow, et al.) 
againstthe Company and five of its officers, one of whom is also a director, on behalf of all persons who purchased or otherwise 
acquired Series A and Series B shares of Common Stock of the Company between September 5, 1996 and July 11, 1997, 
inclusive. On February 9, 1998, the plaintiffs filed an amended complaint. The complaint alleged that Citizens and the 
individual defendants, during such period, violated Sections lo@) and 2O(a) of the Securities Exchange Act of 1934 based upon 
certain public statements made by the Company, which are alleged to be materially false or misleading, or are alleged to have 
failed to disclose informationnecessary to make the statements made not faise or misleading. The plaintiffs sought to recover 
unspecified compensatory damages. The Company and the individual defendants believed the allegations are unfounded and 
filed a motion to dismiss on March 27, 1998 and on March 30, 1999 the Court dismissed the action. On A p d  29,1999 the 
plaintiffs filed a notice of appeal with the Court of Appeals for the Second Circuit. The parties have entered into a settlement 
stipulation which is subject to the District Court’s approval. 

In March 1998, a lawsuit was filed in the United States District Court for the District of Connecticut (Ganho VS. Citizens 
Utilities Company, et al.), against the Company and three of its officers, one of whom is also a director, on behalf of ali 
purchasers of the Company’s Common Stock between May 6, 1996 and August 7, 1997, inclusive. The complakt alleges that 
the Company and the individual defendants, during such period, violated Sections IO@) and 20(a) of the Securities Exchange 
Act of 1934 by making materially false and misleading public statements concerning the Company’s relationship with a 
purportedaffiliate, Hungarian TeIephone and Cable Corp. (HTCC), and by failing to disclose material information necessary to 
render prior statements not misleading. The plaintiff seeks to recover unspecified compensatory damages. The Company and 
the individual defendants believe that the allegations are unfounded and filed a motion to dismiss. The plaintiff requested leave 
to file an amended complaint and an amended complaint was served on the Company on July 24,1998. The Company’s motion 
to dismiss the amended complaint was filed on October 13, 1998 and the Court dismissed the action with prejudice on June 28, 
1999. The Plaintiffs filed a notice of appeal with the Court of Appeals for the Second Circuit, briefing has been completed and 
oral argumenthas been scheddedfar April 10,2000. 

In November 1998, a class action lawsuit was fled in state District Court for Jefferson Parish, Louisiana, against the Company 
and three of its subsidiaries: LGS Natural Gas Company, LGS Intrastate, Inc. and Louisiana General Service Company. The 
lawsuit allegesthat the Company and the other named defendants passed through in rates charged to Louisianacustomers certain 
costs that plaintiffs contend were unlawful. The lawsuit seeks compensatory damages in the amount of the alleged overcharges 
and punitive damages equal to three times the amount of any compensatory damages, as allowed under Louisiana law. In 
addition, the Louisiana Pubiic Service Commission has opened an investigation into the allegations raised in the lawsuit. The 
Company and its subsidiaries believe that the allegations made in the lawsuit are unfounded and the Company will vigorously 
defend its interests in both the lawsuit and the related Commission investigation. 

In addition, the Company is party to various other legal proceedings arising in the normal course of business. The outcome of 
individual matters is not predictable. However, management believes that the ultimate resolution of all such matters, including 
those discussed above, after considering insurancecoverages, will not have a material adverse effect on the Company’s financial 
position, results of operations, or its cash flows. 
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Item 4. Submissionof Matters to Vote of Securitv Holders 

None in fourth quarter 1999. 

Executive Officers 

Information as to Executive Officers of the Company as of March 1 , 2000 follows: 

Name & Current Position and Office 

Leonard Tow 
Rudy J. G d  
Robert Braden 
John H. Casey, 111 
Robert J. DeSantis 
Michael G. Harris 
F. Wayne Laffixty 
J. Michael Love 
L. RussellMitten 
Livingston E. Ross 
ScottN. Schneider 
David B. Sharkey 
Steven D. Ward 

71 
50 
54 
43 
44 
53 
39 
48 
48 
51 
42 
50 
33 

Chairman of the Board and Chief Executive OEcer 
President and Chief Operating Officer 
Vice President, Business Development 
Vice President and Chief Operating Officer, Communications Sector 
Vice President and ChiefFinancial Officer 
Vice President,Engineering and New Technology 
Vice President, Regulatory A f € i  
Vice President and President, Citizens Public Services Sector 
Vice President, General Counsel and Assistant Secretary 
Vice President and Chief Accounting Officer 
Executive Vice President and President, Citizens Capital Ventures 
Vice President and ChiefOperating Officer, Electric Lightwave Sector 
Vice President, Information Technology 

There is no family relationshipbetween any of the officers of the Registrant. The term of o s c e  of each of the foregoing officers 
of the Registrant will continue until the next annual meeting of the Board of Directors and until a successor has been elected and 
qualified, 

LEONARD TOW has been associated with the Registrant since April 1989 as a Director. In June 1990, he was elected 
Chairman of the Board and Chief Executive Officer. He was also Chief Financial Officer from October 1991 through November 
1497. He was a Direct@ and Chief Executive Officer of Century CotnmunicatiunsCorp. h m  its incorporation in 1973 and 
Chaimnan of its Board of Directors Erom October 1989 until October 1999. He is Director of Hungarian Telephone and Cable 
Corp., Chairman of the Board of Electric Lightwave, Inc. and is a Director of the United States Telephone Association. 

RUDY J. GRAF has been associated with the Registrant since September 1999. He is currently President and Chief Operating 
Oficer of the Registrant. He is also Director and Chief Executive Officer of Electric Lightwave, Inc. Prior to joining the 
Registrant, he was Director, President and Chief Operating Officer of Centennial Cellular Corp. and Chief Executive Officer of 
CentennialDE PuertoRico from November 1990 to August 1999. 

ROBERT BRADEN has be& associated with the Registrant since November 1999. He was elected as Vice President, Business 
Development in February 2000. Prior to joining the Registrant, he was Vice President, Business Development at Centuiy 
Communications Corp. fiom January 1999 To October 1999. He was Senior Vice President, Business Development at 
Centennial Cellular Corp. from June 1996 to January 1999 and held other officer positions with Centennial since November 
1993. 

JOHN H. CASEY, III has been associated with the Registrant since November 1999. He is currently Vice President of the 
Company and Chief Operating Officer of the Communications Sector. Prior to joining the Registrant, he was Vice President, 
Operations from January 1995 to J a n u q  1997 and then Senior Vice President, Administration of Centennial Cellular until 
November 1999. 

ROBERT J. DESANTIS has been associated with the Registrant since January 1986. He was Vice President and Treasurer 
since October 1991, and Vice President and Chief Financial Officer since November 1997. He is currently Chief Financial 
Officer, Vice President and Treasurer of Electric Lightwave, Inc. 

MICHAEL G. HARRIS has been associated with the Registrant since December 1999. He is currently Vice President, 
Engineering and New Technology. Prior to joining the Registrant, he was Senior Vice President, Engineering of Centennial 
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Cellular h m  August 1991 to December 1999. He was also Senior Vice President, Engineering of Century Communications 
Corp. from June 1991 to October 1999. 

F. WAYNE LAFFERTY has been associated with the Registrant since 1994. He was elected Vice President, Regulatory 
Affairs in February 2000. Prior to that date, he served as Vice President of the Communications subsidiaries since January 
1998. Since 1995, he has held senior positions overseeing regulatory affairs of the Communications subsidiaries of the 
Registrant. 

J. MICHAEL LOVE has been associated with the Registrant since May 1990 and fhm November 1984 through January 
1988. He was Vice President, Corporate Planning from March 1991 through January 1997. He was appointed Vice 
President, Public Services in January 1997. In January 1999, he was also appointed President, Citizens Public Services 
Sector. * . 
L. RUSSELL MITTEN has been associated with the Registrant since June 1990. He was General Counsel until June 1991. 
He has been Vice President, General Counsel and Assistant Secretary since June 199 1. 

LIVINGSTON E. ROSS has been associated with the Registrant since August 1977. He was Vice President and Controller 
from December 1991 through December 1999. He is currently Vice President and Chief Accounting Officer. 

SCOTT N. SCXNEIDERhas been associated with the Registrant since October 1999. He is currently Executive Vice President 
and President, Citizens Capital Ventures, a wholly owned subsidiary of Citizens. He has been a Director of Electric Lightwave, 
Inc. since December 1999. Prior to joining the Registrant, he was Director (from October 1994 to October 1999), Chief 
Financial Officer (from December 1996 to October 1999), Senior Vice President and Treasurer (from June 1991 to October 
1999) of Century Communications Corp. He also served as Director, Chief Financial Officer, Senior Vice President and 
Treasurer of Centennial Cellular from August 1 99 1 to October 1999. 

DAVID B. SHARKEY has been associated with the Registrant since August 1994 as President of Electric Lightwave, Inc. 
He has been President and Chief Operating Officer of Electric Lightwave, Inc. since October 1997 and is Director of Electric 
Lightwave, Inc. Additionally, he has been Vice President and Chief Operating Officer, Electric Lightwave Sector of the 
Registrant since February 2000. Prior to joining Electric Lightwave, Inc., he was Vice President and General Manager of 
Metromedia Paging, a wireless company headquartered in New Jersey, from August 1989 through July 1994. 

STEVEN D. WARD has been associated with the Registrant since January 2000 and was elected Vice President, Information 
Technology in February 2000. Prior to joining the Registrant, he was Vice President, Information Systems for Century 
CommunicationsCorp. fiom June 1996 to December 1999 and Director, InformationServices h m  March 1991 to June 1996. 
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PART I1 

Item 5. Market for the Registrant’s Common Esuitv and Related StockholderMatIers 

PRICE RANGE OF COMMON STOCK 
The Company’s Common Stock is traded on the New York Stock Exchange under the symbol CZN. The fouowhg tabIe 
indicates the high and low prices per share as taken fiom the daiiy quotations published in “The Wall Street Journal” during the 
periods indicated. Prior year prices have been adjusted for stock dividends declared through December 3 1,1998, rounded to the 
nearest ’/,&. (See Note 9 ofNotes to ConsolidatedFinanciaI Statements.) 

1st Quarter 2nd Quarter 3rd Quarter 4th Quarter 
- Low HJ& - Low H&l LOW - Low .. m - 1999 

CZN $ 8 1 0  $ 7 1/4 $ 11 1/2 $ 7 11/16 $ 12 7/16 $ 10 718 $ 14 5/16 $ 10 15/16 

-’ 1998 
CZN $ 10 118 $ 8 718 $ 113116 $ 9 li2 $ 10 $ 6 718 $ 9 1/16 $ 7 114 

As of February29,2000, the approximatenumber of record security holders of the Company’s Common Stock was 41,020. This 
informationwas obtained h m  the Company’s transfer agent. 

The amount and timing of dividends payable on Common Stock are within the sole discretion of the Company’s Board of 
Directors. The Board of Directors had undertaken an extensive review ofthe Company’s dividend policy in conjunction with its 
strategic plans to become a telecomunicationscompany. Resulting fiom this review, the Board concluded that the Company 
discontinue dividends after the payment of the December 1998 stock dividend. Quarterly stock dividends declared and issued on 
Common Stock were .75% for each quarter of 1998. 

DIVIDENDS 

RECENT SALES OF UNREGISTEREDSECURITIES, USE OF PROCEEDS FROM REGISTERED SECUU”IEs 

None 

- -  

a 
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Item 6. SelectedFinancial Data (0 in thousands, exceot for Der-share amounts) 

Year Ended December 3 1 , 
- 1999 199s - 1997 - 1996 - 1995 - 

Revenues 0 
Income (loss) before discontinuedoperationsand 

cumulative effect of change in accounting 
principle 

Basic income (loss) per-share of Common Stock 
before discontinuedoperations and cumulative 
effect of change in accounting principle Q 

Net income 
Basic net income per common share Q 
Stock dividendsdeclared on Common Stock Q 

Total assets 
Long-term debt 
E q u w  

$ 1,087,428 $ 932,858 f 860,332 $ 786,307 $ 616,747 

$ 117,127 $ 22,866 $ (3,923) $ 150y300 $ 117,501 

$ .45 $ .09 $ (.02) $ .58 $ .47 

$ .55 $ .22 0 .04 0 68 $ .64 
$ 144,486 $ 57,060 $ 10,100 $ 178,660 $ 159,536 

3.03% 5.30% 6.56% 6.35% 

As of December 3 1, 
- 1999 1998 - 1997 - 1996 - 1995 

$ 5,771,745 $ 5,292,932 $ 4,872,852 $ 4,523,148 $ 3,918,187 
- 

$ 2,107,460 $ 1,775,338 $ 1,583,902 $ 1,409,512 $ 1,095,211 
$ 2,121,185 $ 1,994,021 $ 1,880,461 $ 1,879,433 $ 1,559,913 

Q Represents revenues fiom continuing operations. 
Q 1997,1996 and 1995 are adjustedfor subsequentstock dividends. 
63 Compounded annual rate of quarterly stock dividends. 
@ Includes Company Obligated Mandatorily Redeemable Convertible Preferred Securities. 

Item 7. Manaaement’sDiscussion and Analysis of FinancialCondition and Results of Operations 

This annual report on Form 10-K contains forward-looking statements that are subject to risks and uncertainties which could 
cause actual results to differ materially from those expressed or implied in the statements. All forward-looking statements 
(including oral representations) are only predictions or statements of current plans, which are constantly under review by the 
Company. All forward-looking statements may differ from actual hture results due to, but not limited to, changes in the 
economy of the Company’s markets, the nature and pace of technologicalchanges, the number and effectivenessof competitors 
in the Company’s markets, changes in legal and regulatory policy, success in overall strategy, the Company’s ability to identify 
future markets and successfully expand existing ones, the mix of products and services offered in the Company’starget markets, 
remaining Y2K issues, the effects of acquisitions and dispositions and the ability to effectively integrate businesses acquired. 
Readers should consider these important factors in evaluating any statement in this Form 10-K or otherwise made by the 
Company or on its behalf. ‘ ke  following information should be read in conjunction with the consolidated financial statements 
and related notes to the consolidated fmancial statements included in this report. The Company has no obligation to update or 
revise these forward-lookingstatements to reflest the occurrence of future events or circumstances. 

(a) Liauiditvand CaoitalResmes 

The Company considers its operating cash flows and its ability to raise debt and equity capital as the principal indicators of its 
liquidity. For the twelve months ended December 3 1,1999, the Company used cash flow from operations and proceeds eom net 
fmancings and advances from parties desiring utility services to fimd capital expenditures. Funds requisitioned fiom the 
Industrial Development Revenue Bond construction fund trust accounts were used to partially fund the construction of Utility 

In October 1999, the Company arrangedfor a co~~ed$3,000,000,000revolving bank credit facility. This credit facility is in 
addition to credit commitmentsunder which the Company may borrow up to $400,000,000. There were no amounts outstanding 
under these commitments at December 31, 1999. ELI has committed revolving lines of credit with commercial banks under 
which it may borrow up to $400,000,000. The Company has guaranteed all of ELI’S obligations under these revolving lines of 
credit. As of December 3 1,1999, $260,000,000 was outstanding under ELI’S revolving lines of credit. 

plant. 
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In April 1999, ELI completedan offering of $325,000,000of five-year seniorunsecurednotes. The notes have an interestrate of 
6.05% and mature on May 15,2004. The Company has guaranteedthe payment of principal and any premium and interest on the 
notes when due. 

Net capital expenditures, by sector, have been and are budgeted as follows: 

CommunicationsQ 
ELI Q 
Gelleral 

Budget Actual 
2000 1999 1998 1997 

($ in thousands) 
$ 396,800 $ 227,200 $ 201,400 $ 263,000 

200,000 245,700 200,000 124200 

$ 599,800 $ 479,600 $ 426,500 $ 420,800 
3,000 6,700 25,100 33,300 

Discontinued operations 0 $ 169,900 $ 135,800 $ 95,500 $ 103,700 

$ 769,700 $ 615,400 $ 522,000 $ 524500 -- -- 
Q Includes approximately $30,500,000 and $7,700,000 in 1999 and 1998, respectively, for the constructionof an 

operations support office. Includes $176,000,000in 2000 for the properties to be acquiredfrom GTE and US 
West 

Q Includes approximately$38,000,000and $60,000,000 in 2000 and 1999, respectively, of non-cash capital lease 
additions. 

0 The 2000 budget assumes full year ownership of discontinuedoperationsand includes approximately 
$41,9OO,OOOfor a special waterpipeline project. 

The Company anticipates that the funds necessary for its 2000 capital expenditures will be provided fiom operations; from 
advances of Rural Utilities Service loan contracts; from commercial paper notes payable; from debt, equity and other fmancing 
at appropriate times and fiom short-term borrowings under bank credit facilities. Until disposed, the Company’s discontinued 
operations capital expenditures will also be funded through requisitions of Industrial Development Revenue Bond construction 
fund trust accounts and Erom parties desiring utility service. Upon disposition, the Company will receive reimbursement of 
certain 1999 actual and all 2000 budgeted water and wastewater and electric sector capital expenditures pursuant to the terms of 
the respective sales agreements for these busmesses. 

Accluisitions 
On May 27, September 21, and December 16, 1999, the Company announcedthat it had entered into definitive agreements to 
purchase fiom GTE Cop. (GTE) approximately 366,000 telephone access lines (as of December 31, 1999) in Arizona, 
CalZomia, Illinois, Minnesota and Nebraska for approximately $1,171,000,000 in cash. The Company expects that these 
acquisitions, which are subject to various state and federal regulatory approvals, will occur on a state-by-state basis and will 
begin closing in the third quee r  2080. 

On June 16, 1999, the Company announced-that it had entered into definitive agreements to purchase from US West 
Communications, Inc. (US West) approximately 545,000 telephone access lines (as of December 31, 1999) in Arizona, 
Colorado, Idaho, Iowa, Minnesota, Montana, Nebraska, North Dakota and Wyoming for approximately $1,650,000,000 in 
cash. The Company expects that these acquisitions, which are subject to various state and federal regulatory approvals, will 
occur on a state-by-state basis and will begin closing in the third quarter 2000. 

The Company expects to temporarily fund these telephone access line purchases with cash and investment balances and proceeds 
h m  commercialpaper issuances, backed by the committed bank credit Edcilities. Permanent funding is expected to be Erom cash 
and investment balances and the proceeds from the divestiture of the Company’s public services busmesses. 

Divestiture 
On August 24, 1999, the Company’s Board of Directors approved a plan of divestiture for the Company’s public services 
properties, which include gas, electric and water and wastewater businesses. The proceeds from the sales of the public services 
properties will be used to fund the telephone access line purchases. The Company has accounted for the planned divestiture of 
the public services properties as a discontinued operation. Discontinued operations in the consolidatedstatements of income and 
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comprehensive income reflect the results of operations of the public services properties including allocated interest expense for 
the periods presented. Interest expense was allocated to the discontinued operations based on the outstanding debt specifically 
identifiedwith these businesses. 

On October 18,1999, the Company announcedthat it had agreed to sell its water and wastewater operations to American Water 
Works, Inc. for an aggregate purchase price of $835,000,000. The transaction is expected to close in 2000 following regulatory 
approvals. 

On February 15, 2000, the Company announced that it had agreed to sell its electric utility operations. The Arizona and 
Vermont electric divisionswill be sold to Cap Rock Energy Corp. and the Kauai (Hawaii) Electric Division will be sold to Kauai 
Island Electric Co-op for an aggregate purchase price of $535,000,000. The transactionsare expected to close in 2000 following 
regulatory approvals. 

Sale of Investments 
In January 1999, CentennialCellular Corp. (Centennia1)was merged with CCW AcquisitionCorp., a company organized at the 
direction of Welsh, Carson, Anderson & Stowe. The Company was a holder of 1,982,294 shares of Centennial Class B Common 
Stock. In addition, as a holder of 102,187 shares of Mandatorily Redeemable Convertible Preferred Stock of Centennial, the 
Company was required to convert the preferred stock into approximately 2,972,000 shares of Class B Common Stock. The 
Company received approximately $205,600,000 in cash for all of its Common Stock interests and approximately$17,500,000 
related to accrued dividends on the preferred stock. The Company realized and reported a pre-tax gain of approximately 
%69,500,000 in the fmt quarter 1999 in Investment income. 

On October 1 , 1999, Adelphia Communication Corp. (Adelphia) was merged with Century Communications Gorp. (cattuq). 
The Company owned 1,807,095 shares of Century Class A Common Stock. Punuantto this merger agreement, Century class A 
Common shares were exchanged for $10,832,000 in cash and 1,206,705 shares of Adelphia Class A Common Stock (for a total 
market value of $79,600,000 based on Adelphia’s October 1, 1999 closing price of $57.00). The Company realized and 
reported a pre-tax gain of approximately$67,600,000 in the fourth quarter of 1999 in Investment income. 

A subsidiary of the Company, in a joint venture with a subsidiary of Century, owned and operated four cable television systems 
in southern California serving over 90,000 basic subscribers. In July 1999, the Company entered into a separate agreement with 
Adelphia to sell its interest in the joint venture. Pursuant to this agreement on October 1, 1999, the Company received 
approximately $27,700,000 in cash and 1,852,302 shares of Adelphia Class A Common Stock (for a total market value of 
$133,300,000 based on Adelphia’s October 1,1999 closing price of$57.00). The Company realized and reported a pre-tax gain 
of approximate~$83,900,000 in the fourth quarter of 1999 in Investment income. 

Hungarian Telwhone and Cable Corn. 
In May 1999, in connection with HTCC’s debt restructuring, the Company cancelled a note obligation from HTCC to the 
Compky and a seven-year consulting services agreementin exchange for the issuance by HTCC to the Company of 
1,300,000 shares of HTCC Common Stock and 30,000 shares of HTCC’s 5% convertible preferred stock. Each share of 
HTCC convertible preferred stock has a liquidation value of $70 and is convertible at the option of the Company into 10 
shares of HTCC Common-Stock. To the extent the 1,300,000 HTCC common shares and the 300,000 HTCC common shares 
underlying the HTCC convertible preferred stock do not achieve an average market closing price of at least $7 per share for 
the twenty trading days ending March 31,2!200, HTCC has agreed to issue additional HTCC convertible preferred shares 
with a value equal to any such shortfall. As of March 15,2000, the stock was trading at $8 13/16 per share. 

Remlatow Environment 
In December 1999, the Company entered into an agreement (the Agreement) with the Staff and Consumer Advocate Division of 
the West Virginia hrblic Service Commission CWvpSC) to continue the Company’s incentive regulation Plan (IRP) through 
2002. Under the Agreement the Company will reduce access and other service rates by $3.5 million annually beginning in 
February 2000. In return the Company will be fiee of earnings regulation for three years and have some pricing flexibility for 
non-basic services. 

Irnoact of Year 2000 
The Y2K issue resulted from computer programs using a two-digit format, as opposed to four, to indicate the year. Such 
computer systems were unable to interpret dates beyond the year 1999, which could have caused system failures or other 
computer errors. In late 1997, the Company developed a program to address the Y2K issue. The program was designed to 
protect the safety and continuity of the Company’s service delivery and support capabilities, computer systems and other critical 
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functions. The Company’s Y2K program addressed problems that could arise: (1) in Information Technology (IT) areas 
including information systems and technologies; (2) in non-IT areas such as communications networks and switches, utility 
control and monitoring systems, premises, facilities and general business equipment; and (3) due to suppliers of products and 
services not being Y2K compliant. Each of the Company’s sectors had a program office that managed the progress of the Y2K 
efforts. The Company had determined priorities for taking corrective actions on mission critical systems and products so as to 
ensure continued delivery of core business activities. 

The Company’s systems, products and services proved Y2K ready, as there were no system or customer impacting failures on 
mission critical systems. The Company’s successful entry into the year 2000 was a culmination of a two-year preparation 
program. The Y2K plan called for inventory, assessment, renovation and testing to ensure that the impact to OUT business would 
be minimal and manageable. The Company will continue to monitor Y2K related exposures both internally and with its 
suppliers, cu,stomers and other business partners. The Company’s Y2K efforts were essentially complete by the end of the third 
quarter of 1999. The completion of the Company’sY2K efforts coupled with its contingencyplans ensured that the established 
and expected levels of customer service were mahtainedwithout intemptionduring the millenniumtransition. 

For the twelve months ended December 3 1,1999, the Company spent approximately$23,495,000 on its Y2K efforts of which 
$16,089,000 related to continuing operations and $7,406,000 related to discontinuedoperations. For the twelve month ended 
December 3 1,1999, continuing operations Y2K efforts include approximately $1 5,628,000 on IT efforts and $46 1,000 on non- 
IT efforts. For the twelve months ended December 31, 1999, discontinued operations Y2K efforts include approximately 
$2,835,000 on IT efforts and $437 1,000 on non-IT efforts. The Company expects to spend an additional $1,600,000 in 2000 on 
its remaining Y2K efforts. 

Certain state regulatory commissions where the Company operates have issued orders allowing the deferral of Y2K costs for 
considerationin funue rate proceedings. In accordance with these orders, the Company has deferred approximately $5,767,000 
of the $23,495,000 1999 Y2K expenses, of which $3,001),000are related to its continuing operations and $2,767,000 are related 
to its discontinuedoperations. 

New Accounting Pronouncements 
In June 1998, the Financial Accounting Standards Board (FASB) issued Statement of Financial Amouting Standards (SFAS) 
No. 133, “Accounting for Derivative Instrumentsand HedgingActivities”(SFAS 133). SFAS 133 requires companiesto record 
derivatives on the balance sheet as assets or liabilities measured at fair value. Gains or losses resulting from changes in the 
values of those derivatives would be accounted €or depending on the use of the derivative and whether it qualifies for hedge 
accounting. The key criterion for hedge accounting is that the hedging relationship must be highly effective in achieving 
offsetting changes in fair value or cash flows. In May 1999, the FASB issued SFAS 137 “Accounting for Derivative Instruments 
and Hedging Activities-Deferralof the Effective Date of FASB Statement No. 133,” which deferred the effective date of SFAS 
133 by one year. This statement makes SFAS 133 effective for all fucai quarters of all fiscal years beginning after June 15, 
2000. The Company has not fully evaluatedthe impact of the adoption of SFAS 133. 
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@) Results of Ouerations 
REVENUES 

Telecommunicationsrevenues increased $154.6 million, or 17%, m 1999 and $72.5 million, or 8%, in 1998. The increase in 
1999 was primarily due to increased communicationsnetwork access services revenues and ELI revenues. The increase in 1998 
was primarily due to increasedcommunicationsnetwork access servicesrevenues and ELI local telephone servicesrevenues. 

a 

Communications revenues 
Network aqcess services 
Local netGork services 
Long distance and data services 
Directory services 
other 
Eliminations 

Total 

1999 1998 1997 
Change from Change from 

Amount Prior year Amount Prior year Amount 

$ 503,365 17% $ 432,018 7% $ 403,990 
287,6 16 10% 262,239 5% 250,521 

76,495 (21%) 96,584 6% 90,747 
33,449 6% 31,691 (1%) 31,982 
48,343 8% 44,914 @Yo) 48,922 

42% (32,407) 37% (23,573) (46,03 1) 
8% $ 835,039 4% $ 802,589 

($ in thousands) 

- $ 903,237 - 
Network access services revenues increased $71.3 million, or 17%, in 1999 primarily due to increased minutes of use, increased 
special access revenues, a universal service f h d  settlement and the acquisition of Rhinelander Telecommunications,Inc. @TI) 
in November 1998. Network access services revenues increased $28 million, or 7%, in 1998 primarily due to increased special 
access revenues resulting fkom the introduction of the DS3 product, increased circuit demand due to Internet growth and 
increased minutes of use, partially offset by an FCC mandated interstate switched access rate reduction which became effective 
July 1, 1997. 

Local network services revenues increased$25.4 million, or 10%, in 1999 primarily due to business and residential access lme 
growth, increased customer calling features and private line sales and the acquisition of RTI. Local network services revenues 
increased $1 1.7 million, or 5%, in 1998 primarily due to business and residential access line pd and increased custom 
calling features and private line sales. 

Long distance and data services revenues decreased $20.1 miIlion, or 21%, in 1999 primarily due to the elimination of long 
distanceproduct offerings to out-of-temtorycustomers, partially offset by increased long distance minutes of use by h - t h b b '  
customers. Long distance and data services revenues increased $5.8 million, or 6%, in 1998 primarily due to the cuxtailment of 
certain communications sector long distance service operations in adjacentmarkets beginning in 1997. 

* 
The directory services revenues increased $1.8 million, or 6%, in 1999 primarily due to the acquisition of RTI and increased 
advertisingrevenue. 

Other revenues increased$3,4 million, or 8%, in 1999 primarily due to increasedbilling and collections revenues, partidly Offset 
by the phasing out of certain surcharges resulting from rate case decisions in California and New YO&. Other revenues 
decreased $4 million, or 8%, in 1998 primarilydue to the phasing out of certain surcharges resulting fiom rate case decisions in 
CaliforniaandNew York. 

Eliminations represent network access revenues received by the Company's local exchange operations b m  its long distance 
operations and ELI. 
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ELI revenues 
Network services 
Local telephone services 
Long distanceservices 
Data services 
Eliminations 

Total 
.* 

1999 1998 1997 
Change from Change from 

Amount Prior year Amount Prior year Amount 
($ in thousands) 

$ 53,249 46% S 36,589 9% $ 33,522 
77,591 103% 38,169 261% 10,565 
26,698 117% 12,309 51% 8,140 
29,470 113% 13,813 56% 8,857 

69% $ 51,743 
(2,817) (8”/.) (3,061) (8%) (3,341) - - 88% $ 97,819 - $ 184,191 

Network services revenues increased $16.7 million, or 46%, in 1999 primarily due to network expansion and sales of additional 
circuits to new and existing customers. Network services revenues increased $3.1 million, or 9%, in 1998 primarily due to sales 
of additional circuits to new and existing customers, partially offset by the expiration of a short-term contract with a significant 
customer. 

Local telephoneservicesrevenues increased$39.4 million, or 10396, in 1999 primarily due to increasedreciprocalcompensation 
revenues resulting from the establishment of interconnectionagreements in several new states and increasedtraffic. In addition, 
increased sales of the integrated service digital network (ISDN) product to the ISPs and increased access line equivalents 
contributed to the increase. Local telephone services revenues increased $27.6 million, or 261%, in 1998 primarily due to 
increased reciprocalcompensationrevenues, increased access line equivalentsand increased sales of the ISDN product 

Long distance services revenues increased $14.4 million, or 1 17%, in 1999 primarily due to increased revenues resulting from 
the bundling of sales of long distance with other products, the addition of new customers and increased prepaid services revenue. 
The Company exited the prepaid services market in the third quarter of 1999, a result of the decision to focus on higher margin 
products. Long distance services revenues increased $4.2 million, or 51%, in 1998 primarily due to increased prepaid services 
minutes processed resulting from new customers and increased revenues resulting from bundling of sales of long distance with 
other products. The increase in retail long-distance revenues were partidly offset by a decrease in wholesale long distance 
revenues primarilydue to the eliminationof a large customer with creditproblems. 

Data services revenues increased $15.7 million, or 113%, in 1999 primarily due to increased sales of Internet and frame relay 
services in new and existing markets. Data services revenues increased $5 million, or 56%, in 1998 p r i m d y  due to increased 
sales of Internet and fiame relay services in new and existing markets, and the introduction of new products such as ATM and 
RSVP. 

Eliminationsreflect revenuesreceived by ELI h m  the Company’s communicationsoperations. 

- 
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Network access 
Eliminations 
Total 

NETWORK ACCESS EXPENSE 

1999 1998 1997 
Change from Change from 

Amount Prior year Amount Prior year Amount 

$ 160,267 14% $ 140,471 3% $ 136,971 
(48,848) 3 8% (35,468) 32% (26,9 14) 

6% $ 105,003 (5%) $ 110,057 $ 111,419 

($ in thousands) 

- 
Network access expense increased $19.8 million, or 14%) in 1999 primarily due to expenses related to the ELI national data 
expansion, pptially offset by decreased communicationssector long distance minutes of use from out-of-territory long distance 
customers. Network access expense increased $3.5 million, or 3%, in 1998 primarilydue to ELI revenue growth, ELI national 
data expansion efforts, and significant growth in ELI long distance services, partially offset by lease terminations as a result of 
the curtailment of certain communicationssector long distance service operations in 1997. 

Eliminationsrepresent network access expense incurred by the Company's long distance operation for services provided by its 
local exchange operationsand expense incurredby the Company's communicationsoperations for services providedby ELI. 

DEPRECIATXON AND AMORTIZATIONEXPENSE 

1999 1998 1997 
Change from Change from 

Amount Prior year Amount Prior year Amount 

Depreciationand amortization $ 262,430 32% $ 198,658 7% $ 186,530 
($ in thousands) 

Depreciation and amortization expense increased $63.8 million, or 32%, in 1999 primarily due to increased property, plant and 
equipment and the acquisition of RTI in November 1998. The increase also includes $4.8 million of accelerateddepreciation 
related to the change in useful life of an operating system in the communicationssector. Depreciation and amortidonexpense 
increased$l2.1 million, or 7%, in 1998 primarily due to increasedproperty, plant and equiprneqtbalances. 
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Operating expenses 
Taxes other than income 
Sales and marketing 

Total 

OTHER OPERATING EXPENSES 

1997 - 1999 1998 
Change fkom Change fiom 

Amount Prior Year Amount F’rior year Amount 
($ in thousands) 

$ 569,163 28% $ 444,385 (12%) $ 503,762 
64,469 15% 55,843 - 55,871 
711879 52% 47,325 (1 4’%0) 54,893 

$ 705,511 29% $ 547,553 (11%) $ 614,526 
C 

Operating expenses increased $124.8 million, or 28%, in 1999. Of this increase, $52.3 million was due to the following items: 
asset impairment charges of $36.1 million related to the discontinuationof the development of certain operational systems and 
certain regulatory assets deemed to be no longer recoverable; restructuring charges allocated to continuhg operations of $4.1 
million related to the Company’s corporate office; pre-acquisition integration costs of $3.9 million; separation costs allocated to 
continuing operations of $3.5 million and costs associated with an executive retirement agreement allocated to continuing 
Operations of $4.7 million. The remaining $72.5 million increase is primarily due to Y2K costs, the fill year impact of RTI and 
ELI expenses relating to the expansion of data services and product exit costs. Operating expenses decreased $59.4 million, or 
12%, in 1998 primarilydue to 1997pre-taxcharges to earnings, partially offset by increasedEL1 operatingcosts, Y2K costs and 
separation costs allocated to continuing operations. 

Taxes other than income increased$8.6 million, or 15%, in 1999 primarily due to increases in payroll and property taxes. 

Sales and marketing expenses increased $24.6 million, or 52%, in 1999 primarily due to increased personnel and product 
advertising to support the delivery of services in existing and new markets including the expansion of ELI data services and 
products. Sales and marketing expenses decreased $7.6 million, or 14%, in 1998 primarily due to the curtailment of certain 
communicationssector long distance service operations in adjacent markets beginning in 1997. 

INCOME FROM OPERATIONS 

communications 
ELI 
Income (loss) fiom.operations 

1999 1998 1997 
Change from Change from 

Amount Prior year Amount Prior Year Amount 
($ in thousands) 

$ 103,727 (34%) $ 157,567 6207% $ (2,580) 
(95,659) (26%) (75,923) (58%) (48,201) 

$ 8,068 (90%) $ 81,644 261% $ (50,781) 

Income fiom operations decreased $73.6 million, or W!,, in 1999. Of this decrease, $57.1 million was due to the followhg 
items: asset impairment charges of $36.1 million, restructuring charges allocated to continuing operations of $4.1 million, pre- 
acquisition integration costs of $3.9 million, separation costs allocatedto continuing operations of $3.5 million, costs associated 
with an executive retirement agreement allocated to continuing operations of $4.7 million and accelerated depreciation of $4.8 
million. The remaining decrease is primarily due to increased ELI losses and $9.1 million of increased Y2K costs. Income h n  
operations increased $132.4 million, or 261%’ in 1998 primarily due to 1997 pre-tax charges to earnings, partially offset by 
increasedEL1 losses, Y2K costs and separationcosts. 



INVESTMENT AND OTHER INCOME 

1997 1999 1998 - 
Change from Change h m  

Amount Prior year Amount Prior year Amount 
($ in thousands) 

Nan operating gam on sale of subsidiary stock $ - NIA $ NIA $ 78,734 
Investment income 243,62 1 660% 32,038 (4%) 33397 
Other income (loss), net (20) 100% (26,746) (434%) 7999 

$ 243,601 4,503% $ 5,292 (96%) $ 120,130 - .- 
The non operating gain on d e  of subsidiary stock in 1997 of $78.7 million represents the pre-tax gain on the ELI initial public 
offering of 8,000,000 shares of Class A Common Stock at a price of $1 6 per share on November24,1997. 

Investmentincome increased $21 1.6 million, or 660%, in 1999. Ofthis increase, $221 million was due to the $69.5 million gain 
on the sale of the Company’s investment in Centennial in January 1999, the $67.6 million gain on the sale of the company’s 
investment in Century in October 1999 and the $83.9 million gain on the sale of the Company’s investment in the cable joint 
venture in October 1999. Investment income decreased$l.$ million, or 4%, in 1998 primarily due to lower avemge investment 
balances. 

Other income (loss), net increased $26.7 million, or loo%, in 1999 and decreased $34.7 million, or 434%, in 1998 primarily due 
to the recognition of a $3 1.9 million loss resulting from the decline in value of the HTCC investment in 1998. 

MINORITY INTEREST 

1997 1999 1998 - 
Change from Change from 

Amount Prioryear Amount Prioryear Amount 

Minorityintetest $ 23,227 66% $ 14,032 2,076% $ 645 

Minority interest is a result of ELI’S initial public offering in November 1997 and it representsthe minority’s share of ELI’S loss 
before income tax. 

($ in thousands) 

INTEREST EXPENSE 

1997 1999 1998 - 
Change from Change from 

- -  Amount Prioryear Amount hiorvear Amount 

Interest expense * $ 86,972 28% $ 67,944 3% $ 65,779 
($ in thouslmds) 

Interest expense increased $19 million, or 28%, in 1999 primarily due to increased ELI net borrowings, partially offset by 
decreased short-termdebt balances. Interest expense increased $2.2 million, or 3%, in 1998 primarily due to iucreasedEL1 net 
borrowings, partially offset by an increase in the debt component of AFUDC. 
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Income taxes 

INCOME TAXES 

1999 1998 1997 
Change from Change fiom 

Amount Prior year Amount Prior year Amount 

$ 64,587 1,536% $ 3,948 105% $ 1,928 
($ in thousands) 

Income taxes increased $60.6 million, or 1,536%, in 1999 primarily due to increased taxable income and an increase in the 
effective tax rate. The effective tax rate for 1999 reflects the impact of increased pre-tax income resulting from the sale of 
investmentsincluded in Investmentincome. Income taxes increased= million, or 105%, in 1998 primarily due to an increase in 
pre-tax incoye. 

DISCONTINUEDOPERATIONS 

Revenues 
Operating income 
Net income 

1999 1998 1997 
Change fiom Change from 

Amount Prior year Amount Prior year Amount 
($ in thousands) 

$ 613,216 1% $ 609,514 14% $ 5 3 3 3 7  
$ 82,179 (15%) $ 96,525 45% $ 66,623 
$ 27,359 (25%) $ 36,528 160% $ 14,023 

Revenues from discontinued operations increased $3.7 million, or I%, in 1999 primarily due to increased consumption and 
customer growth in the electric sector, partially offset by lower purchased gas and fuel costs passed on to customers in the gas 
and electric sectors and a decrease in customer usage due to warmer weather conditions in the gas sector. Revenues from 
discontinued operations increased $76.2 million, or 14%, in 1998 primarily due ta the acquisition in October 1997 of The Gas 
Company (TGC) and increased consumption and customer growth in the gas and water/wastewatersectors, p d a l l y  offset by a 
decrease in gas revenues resulting fiom warmer weather conditions and lower purchased gas and fuel costs passed on to 
customers in the gas and electric sectors. 

Operating income from discontinuedoperations decreasedtl4.3 million, or 15%, and net income from discontinued operations 
decreased $ 9 2  million, or 25%, in 1999 primarily due to restructuring charges, separation costs, costs associated with an 
executive retirement agreement, commission ordered customer refunds in Arizona and increased Y2K costs, offset by 
an increase in gross margins and a decrease in income taxes. Operating income fiom discontinued operations increased $29.9 
million, or 45%, and net income fiom discontinued operations increased $22.5 million, or 160%, in 1998 primarily due to the 
1997 charges to earnings, partially offset by Y2K and separation costs. 
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Net Income 
Net Income Per Common Share 

NET INCOME AND NET INCOME PER COMMON SHARE 

1997 1999 1998 - 
Amount hioryear Amount Priorvear Amount 

$ 144,486 153% $ 57,060 465% $ 10,100 
$ .55 150% $ .22 450% $ .04 

Change from Change from 

($ in thousands) 

1999 net income and net income per share were impacted by the following after tax items: gains on the sales of investments of 
$136.4 million, or 52$ per share, asset impairment charges of $22.3 million, or 9$ per share, an executive retirement agreement 
of $4.1 million, or 26 per share, restructuring charges of $3.6 million, or 1 $ per share, separation costs of $3.1 million, or 1 # per 
share, accelkkted depreciation of $3 million, or 1# per share, and pre-acquisition integration costs of $2.4 million, or 1# per 
share. 1999 net income and net income per share were also impacted by after tax net losses from ELI of $54.1 million, or 21 $ per 
share, and aftertax Y2K costs of $12.2 million, or 5# per share. 

1998 net income and net income per share were impacted by the following after tax items: the non-cash write down of the 
company's investmentin HTCC of $19.7 million, or 7# per share, the cumulative effect of a change in accounting principleat 
ELI of $2.3 million, or 1$ per share, and separationcosts of $1.3 million, or Ig! per share- 1998 net income and net income per 
share were also impacted by aftertax net losses from ELI of $34.8 million, or 14# per share, and after tax Y2K costs of $5.3 
million, or 2$ per share. 

1997 net income was impacted by after tax charges to earnings of $135.1 million of which $105.1 million related to continUing 
operations and $30 million to discontinued operations. For continuing operations, the charges resulted from a re-evaluation of 
certain business strategies including its out-of-territory long distance aggressive growth strategy, accounting policy changes at 
ELI in anticipation of its initial public offering and curtailment of certain employee benefit plans. For discontinued operations, 
the charges resulted from public utility regulatory commission orders and the curtailment of certain empIoyee benefit plans. 
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Item 7A. Quantitative and Qualitative Disclosures about Market Risk 

The Company is exposed to the impact’of interest rate and market risks. In the normal course of business, the Company employs 
establishedpolicies, procedures and internal processes to manage its exposure to interest rate and market risks. The Company’s 
objective in managing its interest rate risk is to limit the impact of interest rate changes on earnings and cash flows and to lower 
its overall borrowing costs. To achieve these objedves,the Company maintains fixed rate debt on a majority of its borrowhgs 
and refmances debt when advantageous. In an effort to reduce interest rate risk ELI issued fixed interest rate $325 million, five- 
year senior unsecurednotes in April 1999 that are guaranteedby the Company. The net proceeds from the issuance were used to 
repay outstanding borrowings under ELI’S floating rate bank credit facility. The Company maintains a portfolio of investments 
consisting of both equity and debt financial instruments. The Company’s equity portfolio is primarily comprised of investments 
in communications companies. The Company’s bond portfolio consists of government, corporate and municipal fixed-income 
securities. %e Company does not hold or issue derivative or other financial instruments for trading purposes. The Company 
purchases monthly gas futures contracts to manage well-defmed commodity price ff uctuations, caused by weather and other 
unpredictable factors, associatedwith the Company’s commitments to deliver natural gas to certain industrial customers at fmed 
prices. This derivative financial instrument activity relates to the discontinued operations and is not material to the Company’s 
consolidated fmancial position, results of operations or cash flows. 

Item 8. Financial Statements and SuuulementarvData 

The following documents are filed as part of this Report 

1. Financial Statements, See Index on page F-1 . 
2. Supplementary Data, Quarterly Financial Data is included in the Financial Statements(see 1. above). 

Item 9. Changes in and Disagreementswith Accountantson Accountinnand FmancialDisclosure 

None 

PART III 

The Company intends to file with the Commission a defmitive proxy statement for the 2000 Annual Meeting of St~kholders 
pursuant to Regulation 14A not later than 120 days after December 31, 1999. The information called for by this Part I11 is 
incorporatedby reference to that proxy statement. 

PART IV 

Item 14. Exhibits, Financial Statement Schedules and Reports on Form 8-K 

(a) The exhibits listed below are filed as part of this Report: 
Exhibit - No. DescriDtion 
3.200.1 

32002 

Restated Certificate of Incorporkion of Citizens Utilities Company, with all amendments to May 2 1 , 1998, as restated 
July2, 1998. 
By-laws of the Company, as amended to-date of Citizens Utilities Company, with all amendments to May 20,1999, 
(icorporatedby reference to Exhibit 3.200.2 to the Registrant’s Quarterly Report on Form 10-Q for the six months 
ended June 30,1999, File No. 001-1 1001). 
Indenture of Securities, dated as of August 15, 1991, to Chemical Bank, as Trustee, (incorporated by reference to 
Exhibit 4.100.1 to the Registrant’s Quarterly Report on Form 10-Q for the nine months ended September 30,199 1 , File 

First SupplementalIndenture, dated August 15, 1991, (hcorporatedby reference to Exhibit 4.100.2 to the Registrant’s 
QuarterlyReprton Form IO-Q for the ninemonths ended September30,1991, FiieNo. 001-1 1001). 

4.100.1 

No. 001-1 1001). 
4.1002 

25 



Exhibit 
No. 

4.100.3 
- 

4.100.4 

4.100.5 

4.100.6 

4.100.7 

4.100.8 

4.100.9 

4.100.1 1 

4.100.12 

4.200.1 

4.2002 

4.200.3 

4.200.4 

4200.5 

4200.6 

4.200.7 

4200.8 

4200.9 

4.200.10 

10.5 

10.6 

De~cri~tion 
Letter of Representations, dated August 20,1991, from Citizens Utilities Company and Chemical Bank, as Trustee, to 
Depository Trust Company (DTC) for deposit of securitieswith DTC, (incorporatedby reference to Exhibit 4.100.3 to 
the Registrant’sQuarterlyReporton Form 10-Q for the nine months ended September30,1991 ,FileNo. 001-1 1001). 
Second Supplemental Indenture, dated January 15,1992, to Chemical Bank, as Trustee, (incorporated by reference to 
Exhibit4.100.4 totheRegistrant’sAnnualReporton Form lO-KfortheyearendedDecember31,1991,FileNo. 001- 
11001). 
Letter of Representations,dated January 29, 1992, from Citizens Utilities Company and Chemical Bank, as Trustee, to 
DTC, for deposit of securities with DTC, (incorporated by reference to Exhibit 4.100.5 to the Registrant’s Annual 
Reporton Form 10-Kforthe yearendedDecember31,1991, FileNo. 001-1 1001). 
Third Supplemental Indenture, dated April 15, 1994, to Chemical Bank, as Trustee, (incorporated by reference to 
Exhibit4.100.6totheRegistrant’sForm 8-KCurrentReportfiled Julys, 1994,FileNo. 001-11001). 
Fourth Supplemental Indenture, dated October 1, 1994, to Chemical Bank, as Trustee, (incorporated by reference to 
Exhibit 4.100.7to Registrant’sForm 8-K CurrentReportfiledJanuary3,1995,FileNo. 001-11001). 
Fifth Supplemental Indenture, dated as of June 15, 1995, to Chemical Bank, as Trustee, (incorporated by reference to 
Exhibit 4.100.8 to Registrant’sForm 8-K Current Report filed March 29,1996, File No. 001 -1 1001). 
Sixth Supplementalhdenture, dated as of October 15, 1995, to Chemical Bank, as Trustee, (incorporatedby reference 
to Exhibit4.100.9to Registrant’sForm 8-K Current Report filed March 29, 1996, File No. 001-1 1001). 
Seventh Supplemental Indenture, dated as of June 1, 1996, (incorporated by reference to Exhibit 4.100.11 to the 
Registrant’s Annual Report on Form 10-K for the year ended December3 1,1996, File NO. 001-1 1001). 
Eighth Supplemental Indenture, dated as of December 1, 1996, (incorporated by reference to Exhibit 4.100.12 to the 
Registrant’sAnnualReporton Form 10-K forthe yearendedDecernber31,1996,FileNo. 001-1 1001). 
Indenture dated as of January 15,1996, between Citizens Utilities Company and Chemical Bank, as indenture trustee 
(incorporatedby referenceto Exhibit 4.200.1 to the Registrant’sForm 8-K Current Report filed May 28,1996, FileNo. 

First Supplemental Indenture dated as of January 15,1996, between Citizens Utilities Company and Chemical Bank, as 
indenture trustee, (incorporated by reference to Exhibit 4.200.2 to the Registrant’s Form 8-K Current Report filed May 
28, 1996,FileNo. 001-1 1001). 
5% Convertible Subordinated Debenture due 2036, (contained as Exhibit A to Exhibit 4.200.2), (incorporated by 
referenceto Exhibit4.200.2 to the Registrant’sForm 8-K Current Report filed May 28,1996, FileNo. 001-1 1001). 
Amended and RestatedDeclaration of Trust dated as of January 15,1996, of Citizens Utilities Trust, (incorporated by 
referenceto Exhibit4.200.4 to the Registrant’sForm 8-K CurrentReport filedMay 28,1996, File No. 001-1 1001). 
Convertible Preferred Security Certificate, (contained as Exhibit A-1 to Exhibit 4.200.4), (incorporated by reference to 
Exhibit4.200.4to the Registrant’sForm 8-K CurrentReport filedMay 28,1996, FileNo. 001-1 1001). 
Amended and Restated Limited Partnership Agreement dated as of January 15, 1996 of Citizens Utilities Capital L.P., 
(incorporatedby reference to Exhibit 4.200.6 to the Registrant’s Form 8-K Current Report fded May 28,1996, File No. 

Partnership Preferred Security Certificate (contained as Annex A to Exhibit 4.200.6), (incorporated by reference to 
Exhibit4.200.6 tothe Registrant’sForm 8-K CmntReportfiledMay28, 1996, FileNo. 001-1 1001). 
Convertible fieferred Securities Guarantee Agreement dated as of January 15, 1996 between Citizens Utilities 
Company and Chemical Bank, as guarantee trustee, (incorporatedby reference to Exhibit 4.200.8 to the Registrant’s 
Form 8-K Current Report filedMay 28,1996, FileNo. 001-1 1001). 
Partnership Preferred Securities Guarantee Agreement dated as of January 15, 1996 between Citizens Utilities 
Company and Chemical Bank, as guarantee trustee, (incorporated by reference to Exhibit 4.200.9 to the Registrant’s 
Form 8-K CurrentReportfiledMay28,1996,FileNo. 001-11001). 
Letter of Representations, dated January 18,1996, from Citizens Utilities Company and Chemical Bank, as trustee, to 
DTC, for deposit of ConvertiblePreferred Securities with DTC, (incorporatedby reference to Exhibit 4.200.10 to the 
Registrant’sForm 8-KCurrentReprtfiledMay 28,1996, FileNo. 001-llOOl). 
Participation Agreement between ELI, Shawmut Bank Connecticut, National Association, the Certificate Purchasers 
named therein, the Lenders named therein, BA Leasing & Capital Corporation and Citizens Utilities Company dated as 
of April 28,1995, and the related operating documents (incorporatedby reference to Exhibit 10.5 of ELI’s Registration 
StatementonForrn S-1 effectiveon November21,1997, File No. 333-35227). 
Deferred Compensation Plans for Directors, dated November 26, 1984 and December 10, 1984, (incorporated by 
reference to Exhibit 10.6 to the Registrant’s Annual Report on Form 10-K for the year ended December 3 1,1984, File 

001-1 1001). 

001-1 1001). 

No. 001-1 1001). 
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Descriution 
Non-Employee Directors’ Deferred Fee Equity Plan dated as of June 28, 1994, with all amendments to May 5, 1997, 
(incorporatedby reference to Exhibit A to the Registrant’s Proxy Statement dated April 4, 1995 and Exhibit A to the 
Registrant’sProxy Statement datedMarch 28,1997, respectively,File No. 001-1 1001). 
Employment Agreement between Citizens Utilities Company and Leonard Tow, effective July 1 1 , 1996, (hcorporated 
by reference to Exhibit 10.16.1 to the Registrant’s Quarterly Report on Form IO-Q for the nine months ended 
September30,1996, FileNo. 001-1 1001). 
1992 Employee Stock Purchase Plan, (incorporatedby referenceto Exhibit 10.17 to the Registrant’s Annual Report on 
Form 10-KfortheyearendedDecember31,1992,FileNo. 001-1 1001). 
Amendments dated May 21, 1993 and May 5, 1997, to the 1992 Employee Stock Purchase Plan, (incorporated by 
reference to the Registrant’s Proxy Statement dated March 3 1,1993 and the Registrant’sProxy Statement dated March 

Citizens Executive Deferred Savings Plan dated January 1 , 1996. 
Citizens Incentive Plan restated as of March 21,2000. 
1996 Equity Incentive Plan and amendment dated May 5, 1997 to 1996 Equity Incentive Plan, (incorporated by 
reference to Exhibit A to the Registrant’s Proxy Statement dated March 29, 1996 and Exhibit B to Proxy Statement 
datedMarch 28,1997,respectively,FileNo. 001-1 1001). 
Competitive Advance and Revolving Credit Facility Agreement between Citizens Utilities Company and Chase 
Manhattan Bank dated October 29,1999. 
Indenture from ELI to Citibank,N.A., dated April 15, 1999, with respectto ELI’s 6.05% Senior UnsecuredNotes due 
2004, (incorporated by reference to Exhibit 10.24.1 of ELI’S Annual Report on Form 10-K for the year ended 
December 3 1 , 1999, File No. 0-23393). 
First Supplemental Indenture from ELI, Citizens Utilities Company and Citizens Newco Company to Citibank, NA. 
dated April 15, 1999, with respect to the 6.05% Senior Unsecured Notes due 2004, (incorporated by reference to 
Exhibit 10.24.2 of ELI’s Annual Report on Form 10-K for the year ended December3 1,1999, File No. 0-23393). 
Form of ELI’s 6.05% Senior Unsecured Notes due 2004, (incorporated by reference to Exhibit 10.24.3 of ELI’s 
Annual Report on Form 10-K for the year ended December 3 1,1999, File No. 0-23393). 
Letter of Representations to the Depository Trust Company dated April 28, 1999, with respect to ELI’S 6.05% Senior 
Unsecured Notes due 2004, (incorporated by reference to Exhibit 10.24.4 of ELI’s Annual Report on Form 10-K for 
the year ended December3 1,1999, File No. 0-23393). 
Asset Purchase Agreements between Citizens Utilities Company and GTE Corporation dated May 27 and September 
21,1999. 
Asset Purchase Agreements between Citizens Utilities Company and US West Communications, Inc. dated June 16, 
1999. 
Asset Purchase Agreements between Citizens Utilities Company and American Water Works dated October 15,1999. 
Computation of ratio of earnings to fKed charges (this item is included herein for the sole purpose of incorporation by 
reference). 
Subsidiariesof the Registrant 
Auditors’ Consent 
Powers of AttGrney 
FiuancialData Schedule 

28,1997,respectively,FileNo. 001-11001). 

Exhibits 10.6, 10.6.2, 10.16.1, 10.17, 10.18, 10.19, 10.20 and 10.21 are management contracts or compensatory plans or 
arrangements. 

The Company agrees to furnish to the Commission upon request copies of the Realty and Chattel Mortgage, dated as of March 1, 
1965, made by Citizens Utilities Rural Company, Inc., to the United States of America (the Rural Utilities Services and Rural 
Telephone Bank) and the Mortgage Notes which that mortgage secures; and the several subsequent supplemental Mortgages and 
Mortgage Notes; copies of the instruments governingthe long-term debt of Louisiana General Services, Inc.; copies of separate loan 
agreementsand indentures governing various IndustrialDevelopmentRevenue Bonds; copies of documents relating to indebtedness of 
subsidiaries acquired during 1 996,1997 and 1998, and copies of the credit agreement between Electric Lightwave, Inc. and Citibank, 
N. A. datedNovember21, 1997. The Company agrees to hrnish to the Commissionupon request copies of schedules and exhibits to 
items 10.25,10.26 and 10.27. 
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(b) Reports on Form 8-K. 
The Company filed on Form 8-K dated October 18, 1999, under Item 5 “Other Events” and Item 7 “Exhibits,” a p r e s  release 

* 
announc&g&at it had agreed to sell its water and wastewater operationsto American Water Works, Inc. 

The Company filed on Form 8-K dated November 10, 1999, under Item 7 “Exhibits,” a press release announcing financial 
results for third quarter ended September 30,1999 and operating data 

The Company filed on Form 8-K dated December20,1999, under Item 5 “Other Events’’ and Item 7 “Exhibits,” a press release 
announcing a definitive agreementto purchase 106,850 telephone access lines fiom GTE Corp. 
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SIGNATURES 

Pursuauttothe requirementsof Section 13 or 15(d) of the SecuritiesExchange Act of 3934;tbe Registrant has duly 
causedthis report to be signed on its behalf by the undersigned,thereuduly authorimd. 

CITIZENS UTILITIES COMPANY 
(Registrant) 

.. 

By: Is/ Leonard Tow 
Leonard Tow 

Chairman of the Board; Chief Executive Officer; 
Member, Executive Committee and Director 

March 22,2000 
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Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the 
following persons on behalf of the registrant and in the capacities indicated on the 22nd day of March 2000. 

Signature - Title 

/s/ Robert J. DeSantis 
(Robert J. DeSads) 

Vice President and Chief Financial Officer 

/s/ Livingston E. Ross 
(LivingstonE. Ross) 

Norman I. Botwinik* 
(Norman I. Botwinik) 

u -  

Aaron I. Fleischman* 
(Aaron I. Fleischman) 

Stanlev HarfenisP 
(Stanley Harfenist) 

Andrew N. Heine* 
(Andrew N. Heine) 

John L. Schroeder* 
(John L. Schroeder) 

Robert D. S i p  
(RobertD. SB) 

RobertA. StanveP 
(RobertA. Stanger) 

CharlesH. Svminaon. Jr.* 
(Charles H. Symington, Jr.) 

Edwin Tomberg* 
(Edwin Tomberg) 

ClaireL.Tow* I - 
(Claire L. Tow) 

*By: /s/ Robert J. DeSantis 
(Robert J. DeSantis) 
Attorney-in-Fact 

Vice President and ChiefAccounting Officer 

Director 

Member, Executive Committee and Director 

Member, Executive Committee and Director 

Director 

Director 

Director 

Member, Executive Committee and Director 

Director 

Director 

Director 
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Independent Auditors’ Report 

The Board of Directors and Shareholders 
Citizens Utilities Company: 

We have auditedthe accompanyingconsolidated balance sheets of Cititens Utilities Company and subsidiaries as of December3 1, 
1999,1998 and 1997, and the related consolidatedstatements of income and comprehensive income, shareholders’equity and cash 
flows for the years then ended. These consolidated fmancial statements are the responsibility of the Company’s management. Our 
responsibiiity is ro express an opinion on these consolidated financial statements based on our audits. 

We conducted our audits in accordance with generally accepted auditing standards. Those standards require that we plan and 
perform the audit to obtain reasonable assurance about whether the financial statements are fiee of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also 
includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall 
fmancial statementpresentation. We believe that our audits provide a reasonable basis for our opinion. 

In our opinion, the consolidatedfinancial statementsreferred to above present fairly, in all material respects, the financial position of 
Citizens Utilities Company and subsidiaries as of December 31, 1999,1998 and 1997, and the results of their operations and their 
cash flows for the years then ended in conformity with generally accepted accounting principles. 

AS discussed in Note l(m) to the consolidatedfmcial statements,the Company changed its method of accounting in 1998 to adopt 
the provisionsof the American Institute of Certified Public Accountants Statement of Position (AICPA SOP) 98- 1 “Accounting for 
the Costs of Computer Software Developed or Obtained for Internal Use” and AICPA SOP 98-5 ‘‘Reporting on the Costs of Start-up 
Activities.” 

KPMG LLP 

New York, New York 
March 14,2000 



CITIZENS UTILITIES COMPANY AND SUBSIDIARIES 
CONSOLIDATED BALANCE SHEETS 
DECEMBER31,1999,1998and 1997 

($ in thousands) 

1999 1998 1997 
Assets 

Currentassets: 
Call  
Accounts receivable: 

Customers 

Less allowance for doubtful accounts 
Net accounts receivable 

Other .. 

Materials and supplies 
Other current assets 
Total current assets 

Property, plant and equipment 
Less accumulateddepreciation 

Net property, plant and equipment 

Investments 
Regulatory assets 
Deferred debits and other assets 
Assets of discontinuedoperations 

Liabilities and Shareholders' Equity 

Total assets 

Current liabilities: 
Long-term debt due within one year 
Short-termdebt 
Accountspayable 
Income taxes accrued 
Other taxes accrued 
Interest accrued 
Customers' deposits 
Other current liabilities 

Total current liabilities 
- -  

Deferred income taxes 
Customer advances for construction 
Deferred credits and other liabilities 
Contributionsin aid of construction 
Regulatory liabilities 
Long-term debt 
Liahilitiesof discontinued operations 
Minority interest in subsidiary 
Company obligated mandatorily redeemable 

Shareholders' equity 
convertible preferred securities * 

Total liabilities and shareholders'equity 

$ 37,141 $ 31,922 $ 35,163 

2 13,457 175,074 170,191 
56,340 77,009 46,487 
28,278 18,348 25,254 
241519 233,73 5 19 1,424 

12.624 13,706 11,411 
171340 27,199 43,871 
308,624 306,562 281,869 

4,458,654 4,045,752 3,576,434 
1 i5691936 1,340,665 1,181,647 
2,888,718 2,705,087 2,394,787 

591,386 464,146 447,695 
184,942 189,866 194,257 
141,661 113,223 115,038 

1,656,414 1,5 14,048 1,439,206 
$ 5,771,745 $ 5,292,932 $ 4,872,852 

$ 31,156 

187,984 
75,161 
27,823 
30,788 
32,842 
81,258 
467,O 12 

460,208 
172,067 
87,668 
7,764 
27,000 

2,107,460 
3 10,269 
11,112 

$ 7,672 
110,000 
175,304 
53,5w 
22,091 
27,459 
30,797 
63,676 
490,598 

442,908 
187,502 
77,967 
7,407 
19,120 

1,775,338 
268,286 
29,785 

$ 5,089 

214,713 
45,064 
21,243 
24,841 
1 9,401 
74,907 
405,258 

420,708 
151,307 
105,880 
6,604 
20,881 

1,583,902 
261,225 
36,626 

201,250 201,250 201,250 
1,679,211 1,792,771 1,919,935 

,292,932 $4,872,852 

* Representssecuritiesof a subsidiarytrust, the sole assets of which are securities of a subsidiarypartnership,substantiallyall the 

The accompanying Notes are an integral part of these ConsolidatedFinancial Statements. 

assets of which are convertible debentures of the Company. 
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Revenues 

CITIZENS UTILITIES COMPANY AND SUBSIDIARIES 
CONSOLIDATEDSTATEMENTS OF INCOME AND COMPREHENSIVEINCOME 

FORTHE YEARS ENDED DECEMBER31,1999,1998 and 1997 
($ in thousands, except for per-share amounts) 

1999 1998 1997 

Operating expenses: 
Network access 
Depreciatipand amortization 
Other operating expenses 

Total operating expenses 

Income (loss) from operations 

Non operating gain on sale of subsidiary stock 
Investment income 
Other income (loss), net 
Minority interest 
Interest expense 

Income before income taxes, dividends on convertible preferred 
securities, discontinuedoperationrations and cumulative effect of change in 
accounting principle 

Income taxes 
Income before dividends on convertible preferred securities, 

discontinuedoperations and cumulative effect of change in 
accounting principle 

Dividends on convertible preferred securities, net of income tax benefit 
Income (loss) before discontinuedoperations and cumulative effect of 

change in accounting principle 

Income from discontinuedoperations, net of tax 

Income before cumulative effect of change in accounting principle 

Cumulative effect of changein accountingprinciple,net of income tax 
benefit and relatedminority interest 

1 

Net income 

Other comprehensiveincome (loss), 
net of tax and reclassificationadjustments 

Total comprehensive income 

The accompanying Notes are an integral part of these Consolidri-- 

$ 1,087,428 $ 932,858 $ 860,332 

1 1 1,419 105,003 110,057 
262,430 198,658 186,530 
705,5 1 1 547,553 614,526 

1,079,360 851,214 91 1,113 

8,068 81,644 (50,781) 

78,734 
243,621 32,038 33,397 

(20) (26,746) 7,999 
23,227 14,032 645 
86,972 67,944 65,779 

187,924 33,024 4,215 

64,587 3,948 1,928 

123,337 29,076 2,287 

6,210 6,210 6,210 

117,127 22,866 (3,923) 

27,359 36,528 14,023 

144,486 59,394 10,~OO 

2,334 

144,486 57,060 10,100 

(4 1,769) 52,872 10,832 

$ 102,717 $ 109,932 $ 20,932 

d Financial Statements. 
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CITIZENS UTILITIES COMPANY AND SUBSIDIARlES 
CONSOLIDATED STATEMENTS OF INCOME AND COMPREHENSIVEINCOME 

FOR THE YEARS ENDED DECEMBER 3 1,1999,1998 AND 1997 (Continued) 
($ in thousands, except for per-share amounts) 

Income (loss) before discontinuedoperations and cumulative effect of 1999 1998 1997* 
change m accounting principle per common share: 
Basic 
Diluted 

Income fkok discontinuedoperations per common share: 
Basic 
Diluted 

Income before cumulative effect of change in 
accounting principle per common share: 
Basic 
Diluted 

Net income per common share.: 
Basic 
Diluted 

.45 $ .09 

.45 $ .09 

.10 $ .I4 

.10 $ .14 

.5s $ .23 

.55 $ .23 

.55 s .22 

.5s $ .22 

- * Adjusted for subsequentstock dividends. 

The accompanyingNotes are an integral part of these ConsolidatedFinancial Statements. 
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CITIZENS UTILITIES COMPANY AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY 
FORTHEYEARSENDEDDECEMBER31,1999,1998 and 1997 

($ in thousands, except for per-share amounts) 

Accumulated 
Common Additional Other Total 

Stock Paid-Ln Retained Comprehensive Shareholders' 

BalanceJanuary 1,1997 
Acquisitions 
Common stpck buybacks 
Stock plans 
Stock issuances to fund EPPICS 
dividends 

Net income 
Other comprehensiveincome, net of 
tax and reclassificationadjustaxnt 

Stock dividends in shares of Common 
Stock 

Balance December 3 1,1997 
Acquisitions 
Common stock buybacks 
Stock plans 
Stock issuancesto fund EPPICS 

dividends 
Net income 
Other comprehensive income, net of 
tax and reclassificationadjustment 

625) Capital Earnings bcorne (LOSS) Equity 
$ 59,788 $ 1,381,341 $ 244,066 $ (7,012) $ 1,678,183 

604 2,736 8,3 18 
(k226) (47,326) 
188 6,3 80 

247 10,175 
10,100 

11,658 
(48,552) 
6,568 

10,422 
10,100 

10,832 10,832 

3,148 127,119 (130,267) 
$ 62,749 $ 1,480,425 $ 132,217 $ 3,820 $ 1,679,211 

133 2,150 2,283 
(453) (14,370) (14,823) 
171 5,935 6,106 

273 9,789 
57,060 

10,062 
57,060 

52,872 52,872 
Stock dividends in shares of Common 
stock 1,914 70,259 (72,173) 

Balance December 3 1,1998 $ 64,787 $ 1,554,188 $ 117,104 $ 56,692 $ 1,792,771 
Common stock buybacks (157) (6,468) (6,625) 
stock plans 638 20,475 21,113 
Stock issuancesto fund EPPICS 
dividends 25 1 9,708 9,959 

Net income 144,486 144,486 
Other comprehensiveloss, net of tax 

benefit and reclassification 
adjustment - (41,769) (41,769) 

Balance December 3 1,1999 $ 65,519 $ 1,577,903 $ 261,590 S 14,923 $ 1,919,935 
* - - - 

The accompanyingNotes are an integral part of these ConsolidatedFinanciai Statements. 
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CITIZENS UTILITIES COMPANY AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF CASH FLOWS 

FOR THE YEARS ENDED DECEMBER31,1999,1998 and 1997 
($ in thousands) 

Net cash provided by continuing operating activities 

Cash flows used for investingactivities: 
Securities matured 
SecuritiesSold 
Securities purchased 
Construction expenditures 
Business acquisitions 
Other 

Cash flows from financingactiiities: 
Long-term debt borrowings 
Issuance of common stock 
Issuance of subsidiary stock 
Short-term debt borrowings (repayments) 
Common stock buybacksto fund stock dividends 
Long-term debt principal payments 
Other 

Cash used for discontinuedoperatiotis 
0 

Increase (decrease) in cash 
Cash at January 1, 
Cash at December31, 

1999 1998 1997 

$ 347,509 $ 156,098 S 139,856 

7,435 2,000 16,205 
1,084,190 992,761 578,322 

(1,068,450) (952,628) (434,030) 
(484,776) (353,176) (414,656) 

(2,786) (1,052) 25,686 
(464,387) (401,329) (228,473) 

(89234) 

341,471 242,647 143,801 
21,113 7,101 4,825 

118,554 

(6,6251 (14,823) (48,552) 
(4,574) (3,234) - (1,380) 

(45,286) 
(2,552) 

198,121 272,351 214,014 

(1 10,000) 42,000 

(76,024) (30,361) (1 14,464) 

5219 (3.241) 10,933 
311922 35J163 24,230 

$ 37,141 $ 31,922 $ 35,163 
I-- 

The accompanyingNotes are an integral part of these ConsoiidatedFinancial Statements. e 
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CITIZENS UTlLlTlES COMPANY AND SUBSIDIARIES 
Notes to Consolidated Financial Statements 

(1) Summary of Significant Accounting Policies: 0 
(a) Description of Business: 

The Company provides both regulated and competitive communications services to residential, business and wholesale 
customers through subsidiaries and Electric Lightwave, Inc. (ELI). ELI is a facilities based integrated communications 
provider providing a broad range of communications services throughout the United States. The Company is not 
dependentupon any single geographic area or single customer for its revenues. 

In May 1998, the Company announced its plans to separate its communications businesses and public services businesses 
into two stand-alone publicly traded companies. The Company discontinued its separation plans when opportunities 
became available in 1999 to acquire telecommunicationsproperties. During 1999, the Company announced that it had 
entered into various agreements to purchase approximately91 1,000 telephone access lines fiom GTE COY. (GTE) and US 
West Communications,Inc. (US West) for approximately$2,821,OOO,OOO in cash. In August 1999, the Company’s Board 
of Directors approved a plan of divestiture by sale for the Company’s public services properties,which include gas, electric 
and water and wastewaterbusinesses. 

On October 18, 1999, the Company announcedthat it had agreed to sell its water and wastewater operations to American 
Water Works, Inc. for an aggregate purchase price of $835,000,000. The transaction is expected to close in 2000 following 
regulatory approvals. 

On February 15,2000, the Company announced that it had agreed to sell its electric utility operations. The Arizona and 
Vermont electric divisions will be soid to Cap Rock Energy Corp. and the Kauai (Hawaii) electric division will be sold to 
Kauai Island Electric Co-op for an aggregate purchase price of $535,000,000. The transactions are expected to close in 
2000 following regulatory approvals. 

The Company expects to temporarily fund these telephone access line purchases with cash and investment balances and 
proceeds fiom commercial paper issuances, backed by committed bank credit facilities. Permanent funding is expected to 
be fiom cash and investmentbalances and the proceeds from the divestiture of the Company’s public services businesses. 

(b) Princides of Consolidation and Use of Estimates: 
The consolidated financial statements have been prepared in accordance with generally accepted accounting principles and 
include the accounts of Citizens Utilities Company and its subsidiaries. Certain reclassifications of balances previously 
reported have been made to conform to current presentation. 

The preparation of fmancial statements in conformity with generally accepted accounting principles requires management 
to make estimates and assumptions that affect the reported amounts of assets and liabilities at the date of the fmancial 
statements and the reported amounts of revenues and expenses during the reporting period. Actual results could differ from 
those estimates. 

(c) Revenues: 
The Company records revenues when services are provided. Certain communications revenues are estimated under cost 
separationprocedures that base revenues on current operating costs and investments in facilities to provide such services. 

(d) ConstructionCosts and MaintenanceEmense: 
Property, plant and equipment are stated at original cost, including general overhead and an allowance for funds used 
during construction (AFUDC) for regulated businesses and capitalized interest for unregulated businesses. Maintenance 
and repairs are charged to operating expenses as incurred. 

AFUDC represents the borrowing costs and a return on common equity of funds used to finance construction of regulated 
assets. AFUDC is capitalized as a component of additions to property, plant and equipment and is credited to income. 
AFUDC does not represent current cash earnings; however, under established regulatory rate-making practices, after the 
related plant is placed in service, the Company is permitted to include in the rates charged for regulated services a fair 
return on and depreciation of such AFUDC included in plant in service. The amount of AFUDC relating to equity is 
included in other income, net ($2,547,000, $2,700,000 and $4,566,000 for 1999, 1998 and 1997, respectively) and the 
amount relating to borrowings is included as a reduction of interest expense ($2,330,000, $1,726,000 and $1,122,000 for 
1999,1998 and 1997, respectively). The book value, net of salvage, of routine property, plant and equipment dispositions 
is charged against accumulated depreciation for regulated operations. 
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Capitalized interest for unregulated construction activities credited to interest expense related to ELI’S capital expenditure 
program amounted to $8,68 1,000, $10,444,000 and $4,693,000 for 1999,1998 and 1997, respectively. 

(e) DeoreciationExoense: 
Depreciation expense, calculated using the straight-line method, is based upon the estimated service lives of various 
classificationsof property, plant and equipment and represents approximately7%, 6% and 6% for 1999, 1998 and 1997, 
respectively,of the gross depreciable property, plant and equipment. 

(0 Regulatory Assets and Liabilities: 
The Company’s regulated operations are subject to the provisions of Statement of Financial Accounting Standards (SFAS) 
No. 71, “Accounting for the Effects of Certain Types of Regulation.” SFAS 71 requires regulated entities to record 
regulatory assets and liabilitiesas a result of actions of regulators. 

The Company continuouslymonitors the applicabilityof SFAS 7 1 to its regulated operations. SFAS 71 may, at some hture 
date, be deemed inapplicable due to changes in the regulatory and competitive environments andor a decision by the 
Company to accelerate deployment of new technology. If the Company were to discontinuethe application of SFAS 71 to 
one or more of its reguiated operations, the Company would be required to write off its regulatory assets and regulatory 
liabilities and would be required to adjust the carrying amount of any other assets, including property, plant and equipment, 
that would be deemed not recoverable related to those operations. The company believes its regulated operations continue 
to meet the criteria for SFAS 71 and that the canying value of its regulated property, plant and equipment is recoverable in 
accordance with establishedrate-making practices. 

(g) Imuairrnentof Long-Lived Assets and Long-LivedAssets to Be Disuosed Of: 
The Company reviews long-lived assets and certain identifiable intangibles for impairment whenever events or changes in 
circumstances indicate that the carrying amount of an asset may not be recoverable.Recoverabi1ityof assets to be held and 
used is measured by a comparison of the carrying amount of an asset to future net cash flows expected to be generated by 
the asset. If such assets are considered to be impaired, the impairment is measured by the amount by which the carrying 
amount of the assets exceed the fair value. During the fourth quarter of 1999, the Company determined that certain long- 
lived assets in the Communications sector were impaired. As a result, the Company recorded $36,136,000 of pre-tax 
charges as part of other operating expenses, including approximately $15,369,000 related to a decision made by 
management to discontinue development of certain operational systems and approximately $20,767,000 related to 
certain regulatory assets deemed to be no longer recoverable. 

(h) Investments and Short-Term Debt: 
Investments include high credit quality, short- and interrnediate-terrn fixed-income securities (primarily state and municipal 
debt obligations) and equity securities. The Company classifies its investments at purchase as available-for-saleor held-to- 
maturity. The Company does not maintain a trading portfolio. 

Securities classified as available-for-sale are carried at estimated fair market value. These securities are held for an 
indefinite period of time, but might be sold in the future as changes in market conditions or economic factors OCCUT. Net 
aggregate unrealized gains and Iosw related to such securities, net of taxes, are included as a separate component of 
shareholders’ equity. Held-ta-maturitysecuritiesrepresentedthose which the company had the ability and intent to hold to 
maturity and were carried at amortized cost, adjusted for amortization of premiumddiscountsand accretion over the period 
to maturity. Interest, dividendsand gains and losses realized on sales of securitiesare reported in Investment income. 

The Company evaluates its investments periodically to determine whether any decline in fair value, below the amortized 
cost basis, is other than temporary. If the Company determines that a decline in fair value is other than temporary, the cost 
basis of rhe individualinvestmentis Written down to fair value which becomes the new cost basis. The amount of the write 
down is included in earnings as a loss. 

Commercial paper notes payable is classified as long-term debt when it is intended to be refinanced with long-term debt 
securities. In 1998, short-term debt represented commercial paper notes payable which were repaid in January 1999 with 
the proceeds from the sale ofthe Company’s investment in CentennjalCellular Cop. (CentennialMee Note 5). 
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(i) Income Taxes. DeferredIncome Taxes and InvestmentTax Credits: 
The Company and its subsidiariesare included in a consolidatedfederal income tax return. The Company utilizes the asset 
and liability method of accounting for income taxes. Under the asset and liability method, deferred income taxes are 
recorded for the tax effect of temporary differences between the financial statement and the tax bases of assets and 
liabilities using tax rates expected to be in effect when the temporary differences are expected to turn around. Regulatory 
assets and liabilities (see Note l(f)) include income tax benefits previously flowed through to customers and from the 
allowance for funds used during construction, the effects of tax law changes and the tax benefit associated with 
unamortized deferred investment tax credits. These regulatory assets and liabilities represent the probable net increase in 
revenues that will be reflected through future ratemaking proceedings. The investment tax credits relating to regulated 
operations,as defmed by applicableregulatory authorities, have been deferred and are being amortized to income over the 
lives of the related properties. 

(j) Emplovee Stock Plans: 
The Company has various employee stock-based compensation plans. Awards under these plans are granted to eligible 
officers, management employees and non-management exempt and non-exempt employees. Awards may be made in the 
form of incentive stock options, non-qualifiedstock options, stock appreciation rights, restricted stock or other stock based 
awards. The Company recognizes compensation expense in the financial statements only if the market price of the 
underlying stock exceeds the exercise price on the date of grant. The Company provides pro forma net income and pro 
forma net income per common share disclosures for employee stock option grants made in 1995 and future years based on 
the fair value of the options at the date of grant (see Note 10). Fair value of options granted is computed using the Black 
Scholes option pricing model. 

(k) Non Oueratine Gain on Subsidiarv Stock and Minori~ Interest 
On Novernber24,1997, ELI completedan initial public offering(Tp0) of 8,000,000 shares of its Class A Common Stock. 
The Company’s policy is to account for sales of subsidiary stock as income statement transactions and as a result, in 1997, 
the Company recorded a pre-tax noo operating gain of approximately $78,700,000 resulting from this transaction and 
continues to consolidate ELI. The Company retains approximately 98% of the voting interest and approximately 82% of 
the economic ownership in ELI. 

Minority interest represents the minority’s share of ELI’s loss before income tax benefit as of December 3 1, 1999. The 
Company will be able to record minority interest income only to the extent of the minority interest. If ELI becomes 
profitable, its earnings will be recognized in full by the Company until losses the Company recognized in excess of its 
economic ownership percentage are recovered. After such recovery, the Company will record minority interest expense 
on the consolidated statement of income and comprehensive income and will again record minority interest on its 
balance sheet. 

(1) Net Income Per Common Share: 
Basic net income per common share is computedusing the weighted average number of common shares outstanding during 
the period being reportedan. Diluted net income per common share reflects the potential dilution that could occur if 
securities or other contracts to issue common stock were exercisedor converted into common stock at the beginning of the 
period being reported on. Both Basic and Diluted net income per common share calculations for 1997 are presented with 
adjustmentsfor subsequent stock dividends. There were no stock dividends declared in 1999 (see Note 14). 

(m) Changes in Accounting Princbles: 
In March 1998, the Accounting Standards Executive Committee ofthe AICPA released Statement of Position (SOP) 98-1, 
“Accounting for the Costs of Computer Software Developed or Obtained for Internal Use.” SOP 98-1 requires that certain 
costs for the developmentor purchaseof internal-usesohare be capitalizedand amortizedover the estimated useful life of 
the software and costs for the preliminary project stage and the post-implementatiodoperationsstage of an internal-use 
computer software development project be expensed as incurred. Capitalized software costs included in construction work 
in progress reflect costs for internally developed and purchased soffware. The impact of the early adoption of SOP 98-1 
was to capitalize approximately $6,100,000 in 1998 that would have been expensed had the Company not early adopted 
SOP 98- 1. 

In April 1998, the Accounting Standards Executive Committee ofthe AICPA released SOP 98-5, “Reporting on the Costs 
of Start-up Activities.” SOP 98-5 requires that the unamortized portion of deferred start up costs be written off and 
reported as a change in accounting principle. Future costs of start-up activities should then be expensed as incurred. 
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Certain third party direct costs incurred by ELI in connection with negotiating and securing initial rights-of-way and 
developing network design for new market clusters or locations had been capitalized by ELI in previous years and were 
being amortized over five years. The Company elected to early adopt sop 98-5 effective January 1,1998. The net book 
value of these deferred amounts was $3,394,000 which has been reported as a cumulative effect of a change in accounting 
principle in the statement of income and comprehensive income for the year ended December 3 1,1998, net of an income 
tax benefit of $577,000 and the relatedminority interestof $483,000. 

(2) Propem. Plant and Eaubment 

The componentsof property, plant and equipment at December 3 1 , 1999,1998 and 1997 are as follows: 

1999 1998 1997 
($ in thousands) 

Telephone outside plant $ 2,244,808 $ 2,067,566 $ 1,963,187 
Telephone central office equipment 1,272,647 1,076,030 979,870 
Information systems and other administrativeassets 619,865 501,870 273,869 
Constructionwork in R I D ~ ~ X S  286.836 372,248 339,305 . -  
Other 34,498 28,038 20,203 

$ 4,458,654 $ 4,045,752 $ 3,576,434 
-0 -PI 

(3) Mergers and Acquisitions: 

On May 27, September21, and December 16, 1999, the Company announced that it had entered into definitive agreements to 
purchase from GTE approximately366,000 telephone access lines (as of December 31, 1999) in Arizona, California, Illinois, 
Minnesota and Nebraska for approximately$1,171,000,000in cash. The Company expects that these acquisitions, which are 
subject to various state and federal regulatory approvals, will begin closing in the third quarter 2000. 

On June 16,1999, the Company announced that it had entered into a series of defmitive agreements to purchase from US 
West approximately 545,000 telephone access limes (as of December 31, 1999) in Arizona, Colorado, Idabo, Iowa, 
Minnesota, Montana, Nebraska, North Dakota and Wyoming for approximately $1,650,000,000 in cash. The Company 
expects that these acquisitions, which are subject to various state and federal regulatory approvals, will OCCUT on a state-by-state 
basis and will begin closing in the third quarter 2000. 

In November 1998, the Company acquired all of the stock of Rhinelander Telecommunication, Inc. (Rn) for approximately 
$84,000,000 in cash. RTI is a diversified telecommunictionscompany engaged in providing local exchange, long distance, 
Internet access, wireless and cable television services to rural markets in Wisconsin. This transaction was accounted for using 
the purchase method of accounting and the results of operations of RTI have been included in the accompanying financial 
statements from the date of acquisition. 

In December 1997, theCompthy acquired Ogden Telephone Company (Ogden) in a stock for stock transaction. In 1997, the 
Company issued 2,308,262 shares of Common Stock to effect the merger. In 1998, 288,554 additional shares of the 
Company’s Common Stock were issued 31 connection with this transaction. Ogden was an independent telephone opelating 
company providing services to residential and commercial customers in Monroe County, New York. This transaction was 
accounted for using the pooling of interests method of accounting and the results of operations of Ogden have been included in 
the accompanyingconsolidated fmancial statements since the beginning of the 1997 year. 

The following pro forma financial information presents the combined results of operations of the Company and RTI as if the 
acquisition had occurred on January I of the year preceding the date of acquisition. The pro forma fmancial information does 
not necessarily reff ect the results of operations that would have occurred had the Company and RTI constituted a single entity 
during such periods. 
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1998 1997 
($ in thousands, except for per share amounts) 

$ 950,000 $ 878,000 
0 56,000 $ 9,000 

Basic net income per common share $ -22 $ .03 
Diluted net income per common share $ .22 $ .03 

(4) Discontinued ODerations: 
On Augst 24,1999, the Company’s Board of Directors approved a plan of divestiture by sale of the Company’s public services 
properties, which include gas, electric and water and wastewater businesses. The proceeds from the sales of the public services 
properties will be used to fund the telephone access line purchases, The Company has accounted for the planned divestiture of 
the public services properties as a discontinuedoperation. Discontinuedoperations in the consolidatedstatements of income and 
comprehensive income reflect the results of operations of the public services properties including allocated interest expense for 

debt presented in liabilities of discontinued operations represents only debt to be transferred pursuant to the water and 
wastewater and electric asset sale agreements. 

t heperiedspresented. Interest expense was allocated to discontinued operations based on debt issued €or these businesses. The 

On October 18,1999, the Company announced that it had agreed to sell its water and wastewater operations to American Water 
Works, Inc. for an aggregate purchase price of $835,000,000. The transactionis expectedto close in 2000 followingregulatory 
approvals. 

On February 15,2000, the Company announced that it had agreed to sell its electric utility operations. The Arizona and 
Vermont electric divisions will be sold to Cap Rock Energy Corp. and the Quai (Hawaii) electric division will be sold to Kauai 
Island Electric Co-op for an aggregate purchase price of $535,000,000. The transactions are expected to close in 2000 
following regulatory approvals. 

Summarized financial information for the discontinuedoperations is set forth below: 

1999 1998 1997 
($ in thousan&) 

Current&W?tS 
Net property, plant and equipment 
otherassets 
Tutal assets 

- -  

Current liabilities * 

Long-term debt 
Other liabilities 
Total liabilities 

Revenues 
Operating income 
Income taxes 
Net income 

$ 109,250 $ 107,478 $ 95,410 
1,459,958 1,343,536 1,273,006 
87,206 63,034 70,790 

$ 1,656,414 $ 1,514,048 $ P 1,439,206 

$ 18,040 $ 17,133 $ 12,613 
122,630 133.817 124,908 

1581412 126345 125,982 
$ 310,269 $ 268,286 $ 261,225 

$ 613,216 $ 609,514 $ 533,287 
82,179 96,525 66,623 

$ 27,359 $ 36,528 $ 14,023 
14,230 1 8,3 89 5,455 
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(5) Investments: 

The componentsof investmentsat December31,1999, 1998 and 1997 are as follows: 

1999 1998 1997 
($ in thousands) 

State and municipal securities $ 233,021 $ 141,202 $ 212,743 
Centennial Preferred Security 107,679 107,679 
Marketable equity securities 243,591 163,661 75,855 
Joint Venture with subsidiaryof Century 49,385 49,196 

. . Other fixed income securities 
Total 

114,774 2,219 2222 
$ 591,386 $ 464,146 $ 447,695 

In January 1999, Centennial was merged with CCW AcquisitionCorp., a company organized at the direction of Welsh, Carson, 
Anderson & Stowe. The Company was a holder of 1,982,294 shares of Centennial Class B Common Stock. In addition, as a 
holder of 102,187 shares of Mandatorily Redeemable Convertible Preferred Stock of Centennial, the Company was required to 
convert the preferred stock into approximately 2,972,000 shares of Class B Common Stock. The Company received 
approximately $205,600,000 in cash for all of its Common Stock interests and approximately $17,500,000 related to accrued 
dividends on the preferred stock. The Company realized and reported a pre-tax gain of approximately $69,500,000 in the first 
quarter 1999 in Investment income. 

On October 1,1999, Adelphia CommunicationCorp. (Adelphia) was merged with Century CommunicationsCorp. (Century). 
The Company owned 1,807,095 shares of Century Class A Common Stock. Pursuant to this merger agreement, Century Class 
A Common shares were exchanged for $10,832,000 in cash and 1,206,705 shares of Adelphia Class A Common Stock (for a 
total market value of $79,600,000 based on Adelphia's October 1,1999 closing price of $57.00). The Company realized and 
reporteda pre-tax gain of approximately$67,6OO,OOOin the fourth quarter of 1999 in Investment income. 

A subsidiary of the Company, in a joint venture with a subsidiary OfCentury, owned and operatedfour cable television systems 
in southern Californiaserving over 90,000 basic subscribers. In July 1999, the Company entered into a separate agreement with 
Adelphia to sell its interest in the joint venture. h s u a n t  to this agreement on October 1, 1999, the Company received 
approximately $27,700,000 in cash and 1,852,302 shares of Adelphia Class A Common Stock (for a total market value of 
$133,300,000based on Adelphia'sOctober 1,1999 closing price of $57.00). The Company realizedand reported a pre-taxgain 
of approximately$83,900,000 in the fourth quarter of 1999 in Investment income. During 1999, the Company reclassifiedthe 
cost related to the Company's joint venture with a subsidiary of Century fiom other assets to investments. Prior year 
presentationshave been restated to conform to the current year presentation. 

The Chairman and Chief Executive Officer of the Company was also Chairman and Chief Executive Officer of Century prior to 
its merger with Adelphia. Centennialwas a subsidiary of Century until it was sold. 

The following summai-iiestheamortizedcost, gross unrealizedholding gains and losses and fair market value for investments. 

4 UnrealizedHolding Aggregate Fair 
Investment Classification Amortized Cost Gains (Losses) Market Value 

($ in thousands) 
As of December 3 1,1999 
Available-For-Sale $ 567,208 $ 37,025 S (12,847) $ 591,386 

As of December 3 1.1998 
Held-To-Maturity $ 107,679 $ 15,673 $ $ 123,352 
Available-For-Sale 215,228 100,329 (8,475) 307,082 
Joint Venture with Century 49,385 49,385 

As ofDecember31.1997 
Held-To-Maturity S 107,679 $ 78,608 $ - $ 186,287 
Available-For-Sale 284,630 19,673 (13,483) 290,820 
Joint Venture with Century 49,196 49,196 
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The amortized cost of held-to-maturity securities plus the aggregate fair market value of available-for-sale securities for each 
year presentedabove equals the total of investments presented in the foregoing investmentstable. 

Marketable equity securities for 1999, 1998 and 1997 include the Company’s investment in Hungarian Telephone and Cable 
Corp. (HTCC). The Chairman and Chief Executive Officer of the Company is also a member of the Board of Directors of 
HTCC. 

In 1995, the Company made an initial investment in and entered into definitive agreements with HTCC. The investment in 
HTCC had declined in value during 1998 and in the fourth quarter of 1998 management determined that the decline was other 
than temporary. As a result, the Company recognized a loss of $3 1,900,000 in the HTCC investment in Other income (loss), 
net in 1998. 

In May 1999, in connection with HTCC’s debt restructuring, the Company cancelled a note obligation fiom HTCC to the 
Company and a seven-year consulting services agreement in exchange for the issuance by HTCC to the Company of 
1,300,000 shares of HTCC Common Stock and 30,000 shares of HTCC’s 5% convertible preferred stock. Each share of 
HTCC convertible preferred stock has a liquidation value of $70 and is convertible at the option of the Company into 10 
shares of HTCC Common Stock. To the extent the 1,300,000 HTCC common shares and the 300,000 HTCC common 
shares underlying the HTCC convertible preferred stock do not achieve an average market closing price of at least $7 per 
share for the twenty trading days ending March 3 1 , 2000, HTCC has agreed to issue additional HTCC convertible preferred 
shares with a value equal to any such shortfall. 

At December 31, 1999, the Company owns approximately 19% of the HTCC shares presently outstanding. The Company’s 
investment in HTCC is classified as an available for sale security and accounted for using the cost method of accounting. 
Additionally,the Company has exercisedits right to nominate one member of the Board of Directors of HTCC. 

(6) Fair Value of FinancialInstnunents: 

The following table summarizes the carrying amounts and estimated fair values for certain of the Company’s financial 
instrumentsat December 3 1,1999, 1998 and 1997. For the other financial instruments,representingcash, accounts and notes 
receivables, short-term debt, accounts payable and other accrued liabilities, the carrying amounts approximate fair value due to 
the relatively short maturities of those instruments. 

1999 1998 1997 
c a v i n g  carrying carrying 
Amount Fair Value Amount Fair Value Amount Fair Value 

($ in thousands) 

Investments $ 591,386 $ 591,386 $ 464,146 $ 479,819 $ 447,695 $ 526,303 
Long-term debt 2,107,460 2,046,541 1,775,338 1,884,631 1,583,902 1,665,897 
EPPICS - I  20 1,250 226,909 201,250 171,566 201,250 192,194 

The fair value of the above financial instruments are based on quoted prices at the reporting date for those financial bstruments 
except for the investment in the Centennial Preferred Security and the Joint Venture with Century. The fair value of the 
Centennial Preferred Security was estimated to be its accreted value at December 31, 1997 and its conversion value at 
December3 1,1998. The fair value of the Joint Venture with Centurywas estimatedto be its book value (see Note 5). 
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(7) Long-term Debt: 

Weighted average 
interest rate at Decerr.s 3 
~ .._ 

December 3 1,1999 

Debentures 7.34yo 

Senior unsecured notes 6.25% 
ELI bank credit facility 6.63% 
Rural IJtilities Service Loan Contracts 5.85% 
Other long-term debt 8.86% 
Commercial paper notes payable 

Industrial development revenue bonds 5.39% 

Total long-term debt 

Maturities 1999 1998 1997 
($ in thousands) 

2001-2046 $ 1,000,000 $ I,OOO,OOO $ 1,000,000 
201 5-2033 353,494 337,922 320,281 
2004-20 12 361,000 36,000 36,000 

2002 260,000 284,000 60,000 
200 1-2027 87,100 91,078 87,053 
2000-2027 45,866 26,338 12,568 

68,000 
$ 2,107,460 $ 1,775,338 $ 1,583,902 

The total principalamounts of industrialdevelopmentrevenue bonds were $369,935,000in 1999 and 1998 and $349,935,000 h 
1997. Funds fiom industrial development revenue bond issuances are held by a trustee until qualifying construction 
expendituresare made at which time the funds are released. The amounts presented in the table above represent funds that have 
been used for construction through December 3 1 , 1999,1998 and 1997, respectively. 

On December3 1, 1997, certain commercial paper notes payable were classifiedas long-tern debt because the obligationswere 
refnancedwith long-term debt securities. 

The Company has available lines of credit with financial institutions in the amounts of $3,000,OOO,000, with associated facility 
fees of 0.06% per annum and $200,000,000 with no associated facility fees, which expire on October 27,2000, and another 
$200,000,000with associatedfacility fees of O.O7625%pe~ annum which expireson December 16,2003. The terms of the latter 
line of credit provide the Company with extension options. There were no amounts outstpnding under these commitments at 
December 3 1,1999. ELI has committed lines of credit with commercial banks under which it may borrow UP to $400,000,000 
which are guaranteed by the Company and expire November 21,2002. The ELI credit facility has an associated facility fee of 
O.O5%per annum. As of December3 1,1999, $260,000,000was outstandingunder ELI'S lines of credit. 

In April 1999, ELI completed an offering of $325,000,000 of fiveyear senior unsecured notes. The notes have an interest rate 
of 6.05% and mame on May 15,2004. The Company has guaranteed the payment of principal and any premium and interest on 
the notes when due. 

The Company's installment principal payments, capital leases and maturities of long-term debt for the next five years are as 
follows: 

2000 2001 2002 2003 2004 
_-. - 

($ in thousands) 
Installmentprincipalpayments $ 2,258 $ 4,839 $ 4,953 $ 5,051 $ 5,107 
CaDital leases 25,898 22,707 442 477 515 
M&ti€S so,ooo 260,000 - 425,000 

$ 31,156 $ 77,546 $ 265,395 $ 5,528_ $-430,622_1 --- 
Holders of certain industrial development revenue bonds may tender at par prior to maturity. The next tender date is April 1 , 
2001 for $14,400,000 of principal amount of bonds. The Company expects to remarket all such bonds which are tendered. In 
the years 1999, 1998 and 1997, interest payments on short- and long-term debt were %93,017,000, $77,038,000 and 
$69,566,000,respectively. 
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(8) Comuany ObligatedMandatorilvRedeemable Convertible Preferred Securities: 

During the first quarter of 1996, a consolidated wholly-ownedsubsidiq of the Company, Citizens Utilities Trust (the Trust), 
issued, in an underwritten public offering, 4,025,000 shares of 5% Company Obligated Mandatorily Redeemable Convertible 
Preferred Securities due 2036 (Trust Convertible Preferred Securities or EPPICS), representingprefemed undivided interests in 
the assets of the Trust, with a liquidation preference of $50 per security (for a total liquidation amount of $201,250,000). The 
proceeds from the issuance of the Trust Convertible Preferred Securities and a Company capital contribution were used to 
purchase $207,475,000 aggregate liquidation amount of 5% Partntxship Convertible Preferred Securities due 2036 from 
another wholly owned consolidatedsubsidiary, Citizens Utilities Capital L.P. (the Partnership). The proceeds from the issuance 
of the Partnership Convertible Preferred Securities and a Company capital contribution were used to purchase from the 
Company $21 1,756,050 aggregate principal amount of 5% Convertible Subordinated Debentures due 2036. The sole assets of 
the Trust are the Partnership Convertible Preferred Securities, and the company’s Convertible Subordinated Debentures are 
substantially all the assets of the Partnership. The Company’sobligationsunderthe agreementsrelated to the issuances of such 
securities,taken together, constitutea full and unconditionalguarantee by the Company of the Trust’s obligationsrelating to the 
Trust Convertible Preferred Securities and the Partnership’s obligations relating to the Partnership Convertible Preferred 
Securities. The $196,722,000 of net proceeds fiom the issuances was used to permanently find a portion of previous 
acquisitions of telecommunicationspmperties. 

In accordance with the terms of the issuances,the Company paid the 5% interest on the convertible SubordinatedDebenturesm 
Citizens’ Common Stock. During 1999, 1,004,961 shares of Common Stock were issued to the Partnership in payment of 
interest of which 976,464 shares were sold by the Partnership to satisfl cash dividend payment elections by the holders of the 
EPPICS. The sales proceeds and the remaining 28,497 shares of Common Stock were distributed by the Partnership to the 
Trust. During 1998, 1,093,274 shares of Common Stock were issued to the Partnership in payment of interest of which 
1,009,23 1 shares were sold by the Partnership to satisfy cash dividend payment elections by the holders of the EPPICS. The 
sales proceeds and the remaining 84,043 shares of Common Stock were distributed by the Partnership to the Trust. During 
1997,986,579 shares of Common Stock were issued to the Partnership in payment of interest of which 952,007 shares were 
sold by the Partnership to satisfy cash dividend payment elections by the holders of the EPPICS. The sales proceeds and the 
remaining 34,572 shares of Common Stock were distributed by the Partnershipto the Trust. The Trust distributedthe cash and 
shares as dividends to the holders of the EPPICS in 1999,1998 and 1997. 

(9) Cauital Stock 

The Company is authorizedto issue up to 600,000,000 shares of Common Stack. Quarterly stock dividends had been declared 
and issued on Common Stack and shareholders had the option of enrolling in the “Common Stock Dividend Sale Plan.” The 
plan offered shareholdersthe opportunityto have their stock dividends sold by the plan broker and the net cash proceeds of the 
sale distributedto them quarterly. 

The amount and timing of dividends payable on Common Stock are within the sole discretion of the Company’s Board of 
Directors. The Board ofDirectnrs had undertaken an extensive review of the Company’s dividend policy in conjunction with its 
review of strategic options for the Company in 1998. Resulting from this review, the Board concluded that the Company 
discontinuedividends after the payment of @e December 1998 stock dividend. 

Quarterly and annual stock dividendrates declared and annual stock dividend cash equivalents(adjustedf0r all stock dividends 
declaredthroughDecember3 1,1998, and rounded to the nearest I/,$) consideredby the Board have been as fohvs: 

Dividend Rates 
1998 1997 

First quarter .75% 1.6 % 
Second quarter .75% 1.6 % 

1.0% 
Third quarter .75% 1.0 % 
Fourthquarter - - .75% 

5.2 % - - 3.0% - - Total 
Compounded Total - 3.03% 5.30% - 

Cash Equivalent 28 5/16$ 51 1/4$ 
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The Company purchased63 1,000 shares at a cost of $6,625,000 in 1999. The Company purchased 1,811,000shares at a cost of 
$14,826,000 in 1998 and 4,904,000 shares at a cost of $48,552,000in 1997 to pay common stock dividends. 

In December 1999, the Company’sBoard of Directors authorizedthe purchase,from lime to time, of up to $1OO,OOO,OOOworth 
of shares of the Company’s common stock. 

The activity in sharesof outstandingcommon stock during 1999,1998 and 1997 is summarizedas follows: 

Number of Shares 
Balance at January 1,1997 239,148,000 

Acquisitions 2,417,000 
Common stock dividends 12,591,000 
Common stock buybacks (4,904,000) 
Common stock issued to fund EPPICS dividends 986,000 
Stock plans 

Balance at December 3 1,1997 
Acquisitions 
Common stock dividends 
Common stock buybacks 
Common stock issued to fund EPPICS dividends 
Stock plans 

Balance at December 3 1,1998 
Common stock buybacks 
Common stock issued to fund EPPICS dividends 
Stock plans 

Balance at December3 1 , 1999 

756,000 
250,994,000 

532,000 
7,657,000 

(1,811,000) 
1,093,000 

684,000 
259,149,000 

(631,000) 
1,005,000 
2,553,000 

262.076.000 

The Company has 50,000,000 authorized but unissued shares of preferred stock ($.O 1 par). 

(10) Stock Plans: 

At December 31,1999, the Company had four stock based compensation plans and ELI had two stock based plans which are 
described below. The Company applies APB Opinion No. 25 and related interpretationsin accounting for the employee stock 
plans. No compensation cost has been recognized in the financial statements for options issued pursuant to the Management 
Equity Incentive Plan (MEP), Equity Incentive Plan (EIP), Employee Stock Purchase Plan (ESPP), ELI Employee Stock 
Purchase Plan (ELI ESPP) or ELI Equity Incentive Plan (ELI EIP) as the exercise price for such options was equal to the market 
price of the stock at the time of grant, Compensation cost recognized for the Company’s Directors’ Deferred Fee Equity Plan 
was $48 1,540, $463,798 and $352,017 in 1999,1998 and 1997, respectively. Had the Company determined compensationcost 
based on the fair value at the grant date for its MEIP, ED?, ESPP, ELI ESPP and ELI EIP, the Company’s pro forma Net income 
and Net income per common share would have been as follows: - -  

1999 1998 1997 
($ in thousands) 

Net Income As reported $144,486 $57,060 $10,100 
Pro forma 130,613 46,005 7,717 

- 

Net Income per common share As reported: 
Basic $.55 $22 $.04 
Diluted .55 .22 .04 

Basic $ S O  $.18 S.03 
Diluted .so .I8 .03 

Pro forma: 

The 111 impact of calculating compensation cost for stock options is not reflected in the pro forma amounts above because pro 
forma compensation cost only includes costs associated with the vested portion of options granted pursuant to the MEIP, EIF’, 
ESPP, ELI ESPP and ELI EIP on or after January 1,1995. 
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In November 1998, the Compensation Committee of the Company's Board of Directors approved a stock option exchange 
program pursuant to which current employees of the Company (excluding senior executive officers) holding outstanding 
options, under the MEIP and EIP plans, with an exercise price in excess of $10.00 had the right to exchange their options for a 
lesser number of new options with an exercise price of $7.75. A calculation was prepared using the Black Scholes option 
pricing model to determine the exchange rate for each eligible grant in order to keep the fair value of options exchanged equal 
to the fair value of the options reissued. The exchanged options maintain the same vesting and expiration terms. This stock 
option exchange program had no impact on reported earnings and resulted in an aggregate net reduction in shares subject to 
option of 2,202,000for both MEIP and EIP. 

In August 1998, the Compensation Committee of ELI'S Board of Directors approved a stock option exchange program pursuant 
to which employees of ELI holding outstanding options with an exercise price in excess of $15.50 had the right to exchange all 
or half aftheir options for a lessernumber of new options with an exercise price of $8.75. A calculation was preparedusing the 
Black Scholes option pricing model to determine the exchange rate for each eligible grant in order to keep the fair value of 
options exchangedequal to the fair value of the optionsreissued. The repriced options maintain the same vesting and expiration 
terms. This stock option exchange program had no impact on reported earnings and resulted in a net reduction in shares subject 
to option of 546,000. 

Both ELI and the Company repricedthese employee stock options in an effort to retain employees at a time when a significant 
percentage of employee stock options had exercise prices that were above fair market value. No compensation costs have been 
recognizedin the financialstatementsas the exercise price was equalto the market value of the stock at the date of repricing. 

Management Eauitv Incentive Plan 
Under the MEIP, awards of the Company's Common Stock may be granted to eligible officers, management employees and 
non-managementexempt employees of the Company and its subsidiaries in the form of incentive stock options, non-qualified 
stock options, stock appreciationrights (SARs), restricted stock or other stock-basedawards. The MEIP is administered by the 
Compensation Committee of the Board of Directors. 

Themaximumnumberofsharesofcommonstockwhichmay be issuedpursuantto awardsat anytime k5%(13,103,812as of 
December 3 1,1999) of the company's common stock outstanding. No awards will be granted more than 10 years after the 
effective date (June 22,1990) of the MEIP. The exercise price of stock options and SARs shall be equal to or greater than the 
fair market value of the underlying common stock on the date of grant. Stock options are generally not exercisable on the date 
of grant but vest over a period of time. 

Under the terms of the MEIP, subsequent stock dividends and stock splits have the effect of increasing the option shares 
outstanding, which correspondinglydecreases the average exercise price of outstanding options. 

The following is a summary of share activity subject to option under the MEIP adjusted for subsequent stock dividends for 
1997. There were no stock dividends declared in 1999. 

. .-. - Shares Weighted 
Subject to Average Option -. 

Balanceat January 1,1997 
Options p t e d  
Options exercised 
Options canceled, forfeited or lapsed 

Options granted 
Options exercised 
Options canceled,Corfeited or lapsed 

Options granted 
Options exercised 
Options canceled, forfeited or lapsed 

Balance at December 3 1,1997 

Balanceat December31,1998 

Balance at December 3 1,1999 

option Price Per share 
10,800,000 $ 11.02 
1,641,000 8.53 
(106,000) 10.81 
(63 1 ,OOo> 1 1.03 

1 1,704,000 10.72 
1;86$000 7.75 

(29,000) 10.56 
(4,109,000j 11.09 
9,435,000 9.91 
1,844,000 8.00 
(602,000) 8.20 
(396,000) 8.08 

10.28 1.000 $ 9.73 
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In 1998, as a result ofthe stock option exchange program approved by the CompensationCommittee of the Board of Directors, 
a total of 3,801,000 options were eligible for exchange, of which 3,554,000 options were canceied in exchange for 1,869,000 
new options with an exercise price of $7.75. 

The followingtable summarizes information about shares subject to options under the MEIP at December 3 1,1999. 

Number 
outstanding 

14,000 
3,60 1,000 
1,330,000 
2,199,000 
2,578,000 
559,000 

1 0,28 1,000 - 

Options Outstanding 

Range of Weighted Average 

$4- 5 $ 4  
7- 8 8 
8- 10 9 
10- 11 11 
11-14 12 
14- 15 14 

$ 4-15 $10 

Exercise Prices Exercise Price 

Options Exercisable 
Weighted Average Weighted 

Remaining Number Average 
Life in Years Exercisable Exercise Price 

6 1,889,000 8 
5 14,000 $ 4  

8 866,000 9 
5 1,960,000 11 
4 2,343,000 12 

5 7,63 1,000 $10 
4 559,000 14 

1 

The weighted average fair value of options granted during 1999,1998 and 1997 were $3.17, $2.27 and $4.23, respectively. For 
purposes of the pro forma calculation, the fair value of each option grant is estimated on the date of grant using the Black 
Scholesoption pricingmodel with the followingweighted average assumptionsused for grants in 1999,1998 and 1997: 

- 1999 - 1998 - 1997 
Dividend yield - 
Expected volatility 29% 26% 32% 
Risk-free interest rate 5.32% 4.43% 6.13% 
Expectedlife 6 years 4 years 7 years 

During 1996, the Company granted 566,694 shares (adjusted for subsequent stock dividends) of restricted stock awards to key 
employees in the form of the Company's Common Stock. None of the restricted stock may be sold, assigned, pledged or 
otherwise transferred, voluntarily or involuntarily, by the employees until the restrictions lapse in January 200 1. At December 
31, 1999, 559,974 shares of restricted stock were outstanding. Compensation expense of $1,268,000, $1,288,000 and 
$1,302,000 for the years ended December 31, 1999,1998 and 1997, respectively, has been recorded in connection with these 
grants. 

Emiw Incentive Plan 
In May 1996, the shareholders of the Company approved the EIP. Under the EIP, awards of the Company's Common Stock 
may be granted to eligible officers, management employees and non-management employees of the Company and its 
subsidiaries in the form of incentive stock options, non-qualified stock options, stock appreciation rights (SARs), restricted 
stock or other stock-baseciawards. The EIP is administeredby the CompensationCommittee of the Board of Directon. 

The maximum number of shares of comnan stock which may be issued pursuant to awards at any time is 12,858,000 shares, 
which has been adjusted far subsequent stock dividends for 1997. There were no stock dividends declared in 1999. No awards 
will be granted mofe than 10 years after the effective date (May 23, 1996) ofthe EIP. The exercise price of stock options and 
S A R s  shall be equal to or greaterthan the fair market value ofthe underlying common stock on the date of grant. Stock options 
are generally not exercisableon the date of grant but vest over a period of time. 

Under the terms of the EIP, subsequent stock dividends and stock splits have the effect of increasing the option shares 
outstanding, which conespondingiydecrease the average exercise price of outstanding options. 
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The following is a summary of share activity subject to option under the EIP adjusted for subsequent stock dividends for 1997. 
There were no stock dividends declared in 1999. 

Balance at January 1,1997 
Options granted 
Options canceled, forfeitedor lapsed 

Options granted 
Options canceled, forfeited or lapsed 

Options granted 
Options exercised 
Options canceled, forfeitedor lapsed 

Balance at December3 1,1997 

Balanceat December31,1998 

Balance at December 3 1,1999 

Shares 
Subject to 

Option 

2,197,000 

2,194,000 
4,683,000 

(2,745,000) 
4,132,000 
3,487,000 

(3,000) 

(361.000) 
(679;OOo) 

6,579,000 

Weighted 
Average Option 
Price Per Share 

$ 
8 5 5  
8.53 
8.55 
934 

10.14 
8.51 
8.64 
8.46 
8.40 

$ 8.59 

As a result of the stock option exchange program approved by the Compensation Committee of the Board of Directors, a total 
of 2,453,000 options were eligible for exchange, of which 2,123,000 options were canceled in exchange for 1,606,000 new 
options with an exercise price of $7.75. 

The followingtable summarizesinformationabout sharessubjectto optionsunderthe EIP at December3 1,1999. 

Options Outstanding Options Exercisable 

Weighted Average 
Number Range of Weighted Average Remaining Number Weighted Average 

Outstanding Exercise Prices Exercise Price Life in Years Exercisable Exercise Price 
3,625,000 $ 7- 8 $ 8  9 635,000 $ 8  
1,5@4,000 8- 9 9 8 1,026,000 9 

133,000 9- 10 9 8 35,000 9 
417,000 10 - I1  IO 8 136,000 10 
900,000 11 - 13 12 10 - 

6,579,000 $ 7- 13 $ 9  9 1,832,000 $ 8  

The weighted average fair value of options granted during 1999, 1998 and 1997 was $3.46, $3.54 and $4.25, respectively. 
For purposes of the pro forma calculation, the fair value of each option grant is estimated on the date of grant using the 
Black Scholes option pricing model with the following weighted average- assumptions used for grants in 1999, 1998 and 
1997: 

- -  

71 1999 1998 1 997 
Dividend yield 
Expected volatility 290h 26% 32% 
Risk-fiee interest rate 5.47% 5.15% 6.14”o 
Expected life 6 Y W  6 Y- 7 Y- 

During 1999,1998 and 1997, the Company granted restricted stock awards to key employees in the form of the Company’s 
Common Stock. The number of shares issued as restricted stock awards during 1999,1998 and 1997 were 901,200,464,409 
and 23,018, respectively (adjusted for subsequent stock dividends in 1997). None of the restricted stock awards may be sold, 
assigned, pledged or otherwise transferred, voluntarily or involuntarily, by the employees until the restrictions lapse. The 
restrictions are both time and performance based. At December 3 1 , 1999,946,976 shares of restricted stock were outstanding. 
Compensation expense of $1,305,652, $808,000 and $27,000 for the years ended December 31, 1999, I998 and 1997, 
respectively, has been recorded in connection with these grants. 
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ELI Emplovee Stock Purchase Plan 
The ELI ESPP was approvedby shareholderson May 21,1998. Underthe ELI ESPP, eligibleemployees of ELI may subscrii 
to purchase shares of ELI Class A Common Stock at the lesser of 85% of the average of the high and low market prices on the 
first day of the purchase period or on the last day of the purchase perid. An employee may elect to have up to 20% of annual 
base pay withheld in equal installments throughout the designated payroll-deduction period for the purchase of shares. The 
value of an employee'ssubscriptionmay not exceed $25,000 in any one calendar year. An employee may not participate in the 
ELI ESPP if such employee owns stock possessing 5% or more of the total combined voting power or value of all classes of 
capital stock of ELI. As of December 31, 1999, there were 1,950,000 shares of ELI Class A Common Stock reserved for 
issuance under the ELI ESPP. These shares may be adjusted for any future stock dividends or stock splits. The ESPP will 
terminate when all shares reserved have been subscribed for and purchased, unless terminated earlier or extended by the Board 
of Directors. The ELI ESPP is administeredby the CompensationCommitteeofELI's Board of Directors. As of December 3 1, 
1999, the number of employees enrolled and participating in the ELI ESPP was 691 and the total number of shares purchased 
under the ELI ESPP was 328,664. For purposes of the pro forma calculation, compensation cost is recognized for the fair value 
of the employees' purchase rights, which was estimated using the Black Scholes option pricing model with the fOuoWhg 
assumptionsfor subscriptionperiods beginning in 1999 and 1998: 

l 
1999 - 1998 

Dividend yield - - 
Risk-free interest rate 5 25% 4.92Yo 
Expected life 6 months 6 months 

- 
Expectedvolatility 66% 7 1% 

Emolovee Stock Purchase Plan 
The Company's ESPP was approved by shareholders on June 12, 1992 and amended on May 22, 1997. Under the ESPP, 
eligible employees of the Company andits subsidiaries have the right to subscribe to purchase shares of Common Stock at the 
lesser of 85% of the mean between the high and low market prices on the fKst day of the purchase period or on the last day of 
the purchase period. An employee may elect to have up to 20% of annual base pay withheld in equal installments throughout 
the designated payroll-deduction period for the purchase of shares. The value of an employee's subscription may not exceed 
$25,000 in any one calendar year. An employee may not participate in the ESPP if such employee owns stock possessing 5% 
or more of the total combined voting power or value of the Company's capital stock. As of December 3 1,1999, there were 
6,407,195 shares of Common Stock reserved for issuance under the ESPP. These shares may be adjusted for any future stock 
dividends or stock splits. The ESPP will terminate when all shares reserved have been subscribed for and purchased, unless 
terminated earlier or extended by the Board of Directors. The ESPP is administered by the Compensation Committee of the 
Board of Directors. As of December 3 1,1999, the number of employees enrolled and participatingin the ESPP was 2,066 and 
the total number of shares purchasedunder the ESPP was 3,201,887. For purposes of the pro forma calculation, compensation 
cost is recognized for the fair value of the employees' purchase rights, which was estimated using the Black Scholes option 
pricing model with the following assumptionsfor subscription periods beginning in 1999,1998 and 1997: 

1999 1998 1997 

Expected volatility 29% 26% 32yo 
Dividend yield - 

Risk-free interest rate 5 28% 4.91% 5.45% 
Expected life 6 months 6 months 6 months 

The weighted average fair value of those purchase rights granted in 1999, 1998 and 1997 was $2.52, $2.05 and $2.28, 
respectively. 

The weighted average fair value of those purchaserights granted in 1999 and 1998 was $4.97 and $3.82, respectively. 
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ELI Eauitv Incentive Plan 
In October 1997, the Board of Directors of ELI approved the ELI EIP. Under the ELI EIP, awards of ELI’S Class A Common 
Stock may be granted to eligible directors, officers, management employees, non-management employees and consultants of 
ELI in the form of incentive stock options, non-qualifiedstock options, SARs, restrictedstock or other stock-based awards. The 
ELI EIP is administered by the Compensation Committee of the ELI Board of Directors. The exercise price for such awards 
shall not be less than 85% or more than 1 10% of the average of the high and low stock prices on the date of grant. The exercise 
period for such awards is generally 10 years the date of grant. ELI has reserved 6,670,600 shares for issuance under the 
terms of this plan. 

The following is a summary of share activity subject to option under the ELI EIP. 

shares 
Subject to 
Option - Balance at January I, 1997 

Balance at December 3 1,1997 
Options granted 2,326,000 

2,326,000 
Options granted 1,654,000 

2,33 1,000 
Options granted 1,989,000 
Options exercised ( 1 16,000) 
Options canceIed, forfeited or lapsed (680,000) 

3,524,000 

Options canceled, forfeited m lapsed 0,649,000) 
Balance at December 3 1,1998 

Balance at December 3 1,1999 

Weighted 
Average Option 
Price Per Share 

$ 
16.00 
16.00 
10.77 
16.2 1 
12.14 
9.5 1 
9.73 
10.12 

$ 10.96 

As a result of the stock option exchange program approved by the ELI compensation Committee of the Board of Directors, a 
total of 2,212,000 options were eligible for exchange, of which 1,426,000 options were canceled in exchange for 880,000 new 
options in August 1998. 

The followingtable summarizes information about shares subject to options under the EIP at December 3 1,1999. 

Options Outstanding Options Exercisable 

Weighted- Average 
NUTllber Rangeof Weighted Average Remaining Number Weighled Average 

Outstanding Exercise Prices Exercise Price Life in Years Exercisable Exercise Price 
41,000 $ 5- 8 $ 7  9 12,000 $ 7  

2,3 09;oOO 8-- 9 9 9 awn -9 

1,339,000 $ 12 3,524,000 $ 5 - 18 $ 11 9 

311,000 10-15 13 9 58,000 13 
863,000 35-18 16 8 594,000 16 

e ___cI 

For purposes of the pro forma calculation, compensationcost is recognized for the fair value of the employees’ purchase rights, 
which was estimated using the Black Scholes option pricing model with the following assumptions for subscription periods 
beginning in 1999,1998 and 1997: 

1999 1998 1997 
Dividend yield - - 
Expected voiatility 66% 71% 13% 
Risk-free interestrate 5.3 4% 5.44% 5.87% 
Expected life 6 Y- 6 years 7 years 

The weighted-averagefair value ofthose optionsgrantedin 1999,1998 and 1997 were $6.16, $6.94 and $5.13,mwctively. 
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Emulovee Stock Purchase Plan 
The Company’s ESPP was approved by shareholders on June 12, 1992 and amended on May 22, 1997. Under the ESPP, 
eligible employees of the Company and its subsidiaries have the right to subscribe to purchase shares of Common Stock at the 
lesser of 85% of the mean between the high and low market prices on the fust day of the purchase period or on the last day of 
the purchase period. An employee may elect to have up to 20% of annual base pay withheld in equal instaIlmentsthroughout 
the designated payroll-deduction period for the purchase of shares. The value of an employee’s subscription may not exceed 
$25,000 in any one calendar year. An employee may not participate in the ESPP if such employee owns stock possessing 5% 
or more of the total combined voting power or value of the Company’s capital stock. As of December 3 1, 1999, there were 
6,407,195 shares of Common Stock reserved for issuance under the ESPP. These shares may be adjusted for any future stock 
dividends or stock splits. The ESPP will terminate when all shares reserved have been subscribed for and purchased, unless 
termkited earlier or extended by the Board of Directors. The ESPP is administered by the Compensation Committee of the 
Board of Directors. As of December 3 1,1999, the number of employees enrolled and partkipatingin the ESPP was 2,066 and 
the totalnumber of shares purchasedunder the ESPP was 3,201,887. For purposes of the pro forma calculation, compensation 
cost is recognized for the fair value of the employees’ purchase rights, which was estimated using the Black Scholes option 
pricing model with the following assumptionsfor subscription periods beginning in 1999,1998 and 1997: 

1999 1998 1997 
Dividend yield - 
Expected volatility 29% 26% 32% 
Risk-flee interest rate 5.28% 4.91% 5.45% 
Expected life 6 months 6 months 6 months 

The weighted average fair value of those purchase rights granted in 1999, 1998 and 1997 was $2.52, $2.05 and $2.28, 
respectively. 

ELI Emulovee Stock Purchase Plan 
The ELI ESPP was approved by shareholderson May 21,1998. Underthe ELI ESPP, eligible employees of ELI may subscribe 
to purchase shares of ELI Class A Common Stock at the lesser of 85% of the average of the high and low market prices on the 
e s t  day of the purchase period or on the last day of the purchase period. An employee may elect to have up to 20% of annual 
base pay withheld m equal installments throughout the designated payroll-deduction period for the purchase of shares. The 
value of an employee’s subscriptionmay not exceed $25,000 in any one calendar year. An employee may not partkipatein the 
ELI ESPP if such employee owns stock possessing 5% or more of the total combined voting power or value of all classes of 
capital stock of ELI. As of December 31, 1999, there were 1,950,000 shares of ELI Class A Common Stock reserved for 
issuance under the ELI ESPP. These shares may be adjusted for any future stock dividends or stock splits. The ESPP will 
terminate when all shares reserved have been subscribed for and purchased, unless terminated earlier or extended by the Board 
of Directors. The ELI ESPP is administeredby the CompensationCommittee of ELI’S Board of Directors. AS of December 3 1, 
1999, the number of employees enrolled and participating in the ELI ESPP was 691 and the total number of shares purchased 
under the ELI ESPP was 328,664. For purposes of the pro forma calculation, compensation cost is recognized for the fair value 
of the employees’ purchase fights, which was estimated using the Black Scholes option pricing model with the following 
assumptionsfor subscriptionperiods beginning in 1999 and 1998: 

e 

- 
Dividend yield 

1999 - 1998 - - 
Expected volatility 66% 7 1% 
Risk-free interest rate 5.25% 4.92% 
Expected life 6months 6months 

The weighted average fair value of those purchaserights granted in ‘1999 and 1998 was $4.97 and $3.82, respectively. 
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ELI Equity Incentive Plan 
In October 1997, the Board of Directors of ELI approvedthe ELI EIP. Under the ELI EIP, awards of ELI'S Class A Common 
Stock may be granted to eligible directors, officers, management employees, non-management employees and consultants of 
ELI in the form of incentivestock options, nonqualifiedstock options, SAh ,  restricted stock or other stock-basedawards. The 
ELI EIP is administered by the Compensation Committee of the ELI Board of Directors. The exercise price for such awards 
shall not be less than 85% or more than I 10% of the average of the high and low stock prices on the date of grant. The exercise 
period for such awards is generally 10 years from the date of grant. ELI has reserved 6,670,600 shares for issuance under the 
terms of this plan. 

The following is a summary of share activity subjectto option under the ELI EIP. 
.. 

Shares 
Subjectto 

Option 
Balance at January 1,1997 

Balance at December 3 1,1997 
Options granted 

options granted 
Options canceled, forfeited or lapsed 

BalanceatDecember31,1998 
options granted 
Options exercised 
Options canceled, forfeited or lapsed 

Balanceat December31,1999 

2,326,000 
2,326,000 
1,654,000 

2,33 1,000 
1,989,OOO 
(1 16,000) 

3,524,000 

(1,649,000) 

(680,oOo) 

Weighted 
Average Option 
Price Per Share 

$ 
16.00 
16.00 
10.77 
16.21 
12.14 
9.51 
9.73 

10.12 
$ 10.96 

As a result of the stock option exchange program approved by the ELI Compensation Committee of the Board of Directors, a 
total of 2,212,000 options were eligible for exchange, of which 1,426,000 options were canceled in exchange for 880,000 new 
options in August 1998. 

The followingtable summarizes information about shares subjectto options under the EP at December 3 1,1999. 

Options Outstanding Options Exercisable 

Number Range of 
Outstanding Exercise Prices 

41,000 $ 5- 8 
2,309;000 8- 9 

311,000 10-15 
863,000 15 - 18 

3,524,000 $ 5 - 18 
a- d 

~~~~ - 

Weighted Average 
Exercise Price 

$ 7  
9 

13 
16 

$ 11 
79 

Weighted- Average 
Remaining 

Life in Years 
9 
9 
9 
8 
9 

~ -~ 

Number Weighted Average 
Exercisable Exercise Price 

12,000 $ 7  
675,000 9 

1,339,000 $ 12 

58,000 13 
594,000 16 

__I__ 

For purposes of the pro formacalculation, compensationcost is recognized for the fair value of the employees' purchase rights, 
which was estimated using the Black Scholes option pricing model with the following assumptions for subscription periods 
beginningin 1999,1998 and 1997: 

1999 1998 1997 
Dividend yield - 
Expected volatility 66% 71% 13% 
Risk-free interest rate 5.3470 5.44% 5.87?40 
Expected life 6 years 6years 7yem 

The weighted-averagefair value of those optionsgrantedin 1999,1998 and 1997 were $6.16, $6.94 and $5.13,respectively. 

F-22 



CITIZENS UTILITIES COMPANY AND SUBSIDIARIES 
Notes to Consolidated Financial Statements 

ELI has granted 610,000 restrictedstock awards to key employees in the form of Class A Common Stock since its PO. These 
re~trictions lapse based on meeting specific performance targets. At December 3 1, 1999, 581,000 shares of this stock were 
outstanding, of which 259,000 shares are no longer restricted. Compensation expense was recorded in connection with these 
grants in the amounts of $2,559,000, $4,666,000 and $219,000 for the years ended December 31, 1999, 1998 and 1997, 
respectively. 

Directors’ Deferred Fee Eauitv Plan 
The Company’s Non-Employee Directors’ Deferred Fee Equity Plan (the Directors’ Plan) was approved by shareholders on 
May 19,1995 and subsequentlyamended. The Directors’ Plan includes an Option Plan, a Stock Plan and a Formula Plan. 
Through the Option Plan, an eligible director may elect to receive up to $30,000 per annum of his or her director’s fees for a 
period of up to five years in the form of options to purchase Company common stock, the number of such options being equal 
to such fees divided by 20% of the fair market value of Company common stock on the effective date of the options and are 
exercisable at 90% of the fair market value of Company common stock on the effective date of the options. Through the Stock 
Plan, an eligible director may elect to receive all or a portion of his or her director’s fees in the form of Plan Units, the number 
of such Plan Units being equal to such fees divided by the fair market value of Company common stock on certain specified 
dates. The Formula Plan provides each Director of the Company options to purchase 5,000 shares of common stock on the first 
day of each year beginning in 1997 and continuing through 2002 regardless of whether the Director is participating in the 
Option Plan or Stock Plan. In addition, on September 1,1996, options to purchase2,500 shares of common stock were granted 
to each Director. The exercise price of the options are 100% ofthe fair market value on the date of grant and the options are 
exercisablesix months &er the grant date and remain exercisable for ten years after the grant date. In the event of termination 
of Directorship,a Stock Plan participant will receive the value of such plan units in either stock or cash or installments of cash 
as selected by the Participantat the time of the related Stock Plan election. As of any date, the maximum number of shares of 
common stock which the Plan may be obligated to deliver pursuant to the Stock Plan and the maximum number of shares of 
common stock which shall have been purchased by Participants pursuantto the option Plan and which may be issued pursuant 
to outstanding options under the Option Plan shall not be more than one percent (1%) of the tom1 Outstanding shares of 
Common Stock of the Company as of such date, subject to adjustment in the event of changes in the corporate structure of the 
Company affecting capital stock. There were 10 directors participating in the Directors’ Plan in 1999. In 1999, the total 
Options and Plan Units earned were 153,969 and 15,027, respectively. In 1998, the total Options and Plan Units earned were 
185,090 and 16,661, respectively. In 1997, the total Options and plan units earned were 188,838 and 18,817, respectively 
(adjusted for subsequent stock dividends). At December 3 1, 1999, 671,477 options were exercisable at a weighted average 
exercise price of $9.66. 

On December 31,1999, the Option Plan and the Stock Plan of the Deferred Fee Equity Plan expired in accordance with the 
plan’s terms. In replacement of these plans, the non-employee directors now have the choice to receive 50% or 100% of 
their future fees in either stock or stock units. If stock is elected, the stock will be purchased at the average of the high and 
low on the first trading date of the year (Initial Market Value). If the average price is lower on the last trading day of 
November (Final Market Value), an adjustment will be made by payment of additional stock to bring the shares paid UP to 
the number of shares purchasable at the Final Market Price. If stock units are elected, they will be purchased at 85% of the 
Initial Market Value. In the event of a lower Final Market Value, an adjustment will be made by payment of additional 
stock to bring the shares paid up to the number of shares purchasable at the Final Market Price. Stock units (except in an 
event of hardship) are held by the Company until retirement or death. 

The Company had also maintained a Non-Employee Directors’ Retirement Plan providing for the payment of specified 
sums annually to non-employee directors of the Company, or their designated beneficiaries, Starting at their retirement, 
death or termination of directorship of each individual director. In 1999, the Company terminated this Plan. In connection 
with the tennination, the value as of May 31, 1999, of the vested benefit of each non-employee director was credited to 
himiher in the form of stock units. Such benefit will be payable upon retirement, death or termination of the directorship. 
Each participant had until July 15,1999 to elect whether the value ofthe stock units awarded would be payable in common 
stock of the Company (convertible on a one for one basis) or in cash. As of December 31, 1999, the liability for such 
payments was $3.7 million of which $1.6 million will be payable in stock (based on the July 15, 1999 stock price) and $2.1 
million will be payable in cash. While the number of shares of stock payable to those directors electing to be paid in stock 
was futed, the amount of cash payable to those directors electing to be paid in cash will be based on the number of stock 
units awarded times the stock price at the payment date. 
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(1 1) 1999 RestructuringCharfzes: 

In the fourth quarter of 1999, the Company approved a plan to restructure the Company’s corporate office activities. In 
connection with this plan, the Company recorded a pre-tax charge of $5,760,000 in other operating expenses. The 
restructuring results in the reduction of 49 corporate employees. As part of this process, certain job firnctions are being 
outsourced and others eliminated. All affected employees were communicated to in the early part of November 1999. 

AS of December 31, 1999, approximately $221,000 of the costs had been paid and 17 employees were terminated. The 
remaining accrual of approximately $5,539,000 is recorded in other current liabilities. These costs are expected to be paid 
in 2000 and the remaining employees will be terminated in 2000. 

(12) 1997 Chargesto Earnings: 

During the second quarter of 1997, the Company recorded approximately$197,300,000 of pre-tax charges to earnings of which 
$153,500,000 related to continuing operations and $43,800,000 to discontinued operations. For continuing operations, the 
charges resulted &om a re-evaluation of certain business strategies including its out-of-temtory long distance aggressive growth 
strategy, accounting policy changes at ELI in anticipation of its initial public offering and curtailment of certain employee benefit 
plans. For discontinuedoperations, the charges resulted from public utility regulatory commission orders and the curtailment of 
certain employee benefit plans. 

(13) Income Taxes: 

The following is a reconciliationof the provision for income taxes computed at federal statutory rates to the actual amount: 

Consolidatedtax provision at federal statutory rate 
State income tax provisions(benefit),net of 

Allowance for funds used during construction 
Nontaxable investment income 
Amortizationof investment tax credits 
Flow through depreciation 
Tax reserve adjustment 
Company owned life insurance 
Minority intemst 
All other, net 

federal income tax 

1999 1998 1997 

$ 65,773 $ 11,558 $ 1,475 
($ in thowands) 

1,352 
(1,441) 
(4,726) 

(657) 
3,946 
564 

1,290 

372 (551) I25 
$ 64.587 16 3.948 $ 1,928 

As of December 31,1999,1998 and 1997, accumulateddeferred income taxes amounted to $450,903,000, $432,299,000 and 
%408,3 10,000, respectively, and the un&ortized deferred investment tax credits amounted to $9,305,000, S10,609,000 and 
$12,398,000,respectively. Income taxes paid during the year were $885,000, $5,434,000 and $17,765,000 for 1999,1998 and 
1997, respectively. 
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The components of the net deferred income tax liability at December 3 1, are as follows: 

1998 - 1997 - 1999 - 
($ in thousands) 

Deferred income tax liabilities: 
Property, plant and equipment basis differences 
Regulatory assets 
Other, net 

Deferred income tax assets: 
Regulatory liabilities 
Deferred investmenttax credits 

Net deferred income tax liability 

$ 381,278 $ 334,296 $ 338,170 
69,757 73,724 76,504 
20,523 47,572 20,101 

471,558 455,592 434,775 

7,663 8,43 1 9,236 
3,687 4,253 4,83 1 

11,350 12,684 14,067 
$ 460,208 $ 442,908 $ 420,708 
p- 

The provision for federal and state income taxes, as well as the taxes charged or credited to shareholders’ equity, includes 
amounts both payable currently and defened for payment in future periods as indicated below: 

- 1999 - 1998 - 1997 
($ in t h 0 ~ d s )  

Income taxes charged (credited)to the income statement 
for continuing operations: 

current: 
Federal 
State 

Deferred 
Federal 
Investmenttax credits 
State 

Total current 

Total deferred 
Subtotal 

Income taxes charged (credited) to the income statement 
for discontiuuedoperations: 

Current: 
Federal 
State 
Total current 

Deferred: - 
Federal 
Investmenttax credits x 

State 
Total deferred 
Subtotal 

Income tax benefit on dividends on convertible preferred securities: 
Current: 

Federal 
State 

Subtotal 
Income tax benefit on cumulativeeffect of change in accountingprinciple: 
Current: 

Federal 
State 

Subtotal 
Total Income taxes charged to the income statement (a) 

$ 39,735 $ (17,866) S 11,081 

41,129 (20,037) 10,728 
1,394 (2,171) (353) 

23,517 23,124 (1 0,576) 
(6 13) (547) (657) 
554 1,408 2,433 

23,458 23,985 (8,800) 
64,587 3,948 1,928 

6,170 16,222 2,577 
937 2,464 391 

7,107 18,686 2,968 

6,662 676 2,902 

1,534 106 668 
7,123 (297) 2,487 

(1,073) (1,079) (1,083) 

14,230 18,389 5,455 

(3,344) (3,344) (3,344) 

(478) 

(478) 
74,965 18,007 333 1 
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e 
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a 

1999 - 1998 - I997 - 
($ in thousands) 

Income taxes charged (credited) to shareholders'equity 
Deferred income taxes (benefits)on unrealizedgains or losses on securities 

classified as available-for-sale $ (25,906) $ 32,792 0 6,718 

Income taxes charged (credited)to shareholders'equity (b) (27,168) 32,757 6,554 
$ 47,797 $ 50,764 $ 10,085 

Current benefit arising from stock options exercised ( 1262) (35) (164) 

- - >  

Total income taxes: (a) plus (b) 

The Company's alternative minimum tax credit as of December 31, 1999 is $92,114,000, which can be carried forward 
indefinifelyto reduce future regulartax liability. This benefit is included as a debit against accrued income taxes. 

(14) Net Income Per Common Share: 

The reconciliation of the net income per common share calculation for the years ended December 3 1 , 1999,1998 and 1997 is as 
follows: 

1999 1998 1997 
($ in thousands, except for per share amounts) 

Per Per Per 
Income Shares Income Shares Share Income Shares Share 

Net income per 
common share: 
Basic $144,486 260,613 S.55 $57,060 258,879 $22 $10,100 260,226 $.04 

Diluted $144,486 262,392 S.55 $57,060 259,621 $ 2 2  $10,100 260,824 $.04 
Effect of dilutive options - 1,779 - - 742 598 

All share amounts represent weighted average shares outstanding for each respective period. All per share amounts have been 
adjusted for subsequent stock dividends for 1997. There were no stock dividends declared in 1999. The diluted net income per 
common share calculation exclude sthe effect of potentially dilutive shares when their exercise price exceeds the average market 
price over the period. The Company has 4,025,000 shares of potentially dilutive Mandatorily Redeemable Convertible 
Preferred Securities which are convertiblemto common stock at a 3.76 to 1 ratio at an exercise price of $13.30 per share and 
7,756,406 potentiailydilutive stock options at a range Of $10.54 to $14.24 per share. These items were adjusted for subsequent 
stock dividends and were not included in the diluted net income per common share calculation for any of the above periods as 
their effect was antidilutive. 

(15) Comprehensivehcome (Loss): 

The Company's other compreh&iveincome (loss) for the years ended December 3 1 , 1999 and 1998 is fokws: 

.a 

Year Ended December 3 1,1999 

Amount (Benefit) Amount 
Before-Tax TaxExpense/ Net-of-Tm 

($ in thousands) 
Net unrealized gains on securities: 

Net unrealiiedholding gains arising during 

Less: Reclassificationadjustment for net 
period $ 56,746 $ 21,722 $ 35,024 

gains realized in net income 1 24,42 1 47,628 76,793 
Other comprehensiveloss $ (67,675) $ (25,906) $ (41,769) 
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Year Ended December 3 1,1998 
Tax Expensel 

Amount Benefit Amount 
Net-of-Tax Before-Tax 

($ in thousands) 
Net unrealizedgains on securities: 

Net unrealized holding gains arising during 

Add Reclassificationadjustment for net 
period s 56,497 $ 21,627 $ 34,870 

losses realized in net income 29,167 11,165 18,002 
Other comprehensive income $ 85,664 $ 32,792 $ 52,872 - .. 

(16) Segment Information: 

The Company is segmented into communications and ELI. The communications segment provides both regulated and 
competitive communications services to residential, business and wholesale customers. ELI is a facilities based integrated 
communicationsproviderproviding a broad range of communicationsserviceshughoutthe United States. 

EBITDA for each segment consists of segment operating income plus depreciation, all excluding special items. EBITDA is a 
measure commonly used to analyze companies on the basis of operating performance. It is not a measure of financial 
performance under generally accepted accounting principles and should not be considered as an alternative to net income as a 
measure of performancenor as an altemativeto cash flow as a measure ofliquidityand may not be comparable to similarlytitled 
measures of other companies. Special items for 1999 include the following: gains on the sales of investments, asset impairment 
charges, accelerated depreciationrelated to the change in usehl life of an operating system, costs associated with an executive 
retirement agreement, restructuring charges, pre-acquisition integration costs and separation costs. Special items for I998 
include separation costs and the HTCC investmentwrite-off. Special items for 1997 include the 1997 charges to earnings. 

Year Ended December 3 1, 
1999 1998 1997 

r$ in thousands) 
Communications: 

Revenues excluding special items 
Inter-segment revenues 
Revenues as reported 
Depreciation 
Operating income (loss) 
EBITDA 
CapitaI expenditures,net 
Total segment assets 

- _  
* Excludes$14,167,000ofthe 1997 chargesto earnings. 

ELI: 
Revenues 
Inter-segment revenues 
Revenues as reported 
Depreciation I 

EBITDA 
Capital expenditures,net 
Total segment assets 

operating loss 

$ 949,268 $ 
(46,03 1) 
903,237 
226,141 
103,727 
380,465 
227,176 

2,422,572 

* Includes $60,000,000 in non-cash capital lease additions. 
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$ 187,008 $ 
(2,817) 
184,191 
36,289 
(95,659) 
(57,698) 
245,695* 
775334 

867,446 
(32,407) 
835,039 
181,656 
157,567 
340,642 
201,453 

2,438,978 

100,880 

97,819 
17,002 
(75,923) 
(58,92 1) 
200,000 
532,309 

(3,061) 

$ 840,329* 
(23 ,573 1 
802,589 
175,363 
(2,5801 

315,506 
263,OI 1 

2,313,535 

$ 61,084 
(3,341) 
57,743 
11,167 
(48301) 
(26,269) 
124,549 
359,962 
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The following table is a reconciliation of certain segment items to the total consolidated amount. 

EBITDA 
Total segment EBITDA 
Investment and other income 
Non operating gain on saie of subsidiary stock 
Special items 
Discontinubperations 
ConsolidatedEBITDA 

Cauital exuenditures 
Total segment capital expenditures 
General capital expenditures 
Discontinuedoperations capital expenditures 
Consolidatedreported capital expenditures 

Assets 
Total segment assets 
General assets 
Discontinued operations assets 
Consolidatedreported assets 

(1 7) Ouarterlv Financial Data (unaudited): 

- 1999 
First quarter 
Second quarter 
Third quarter 
Fourth quarter 

- _  - 

- 1998 
First quarter 
Second quarter 
Third quarter 
Fourth quarter 

Year Ended December3 1, 
1999 1998 1997 

($ in thousands) 

Year Ended December3 1, 
1999 1998 1997 

($ in thousands) 

$ 322,767 $ 281,721 $ 289,237 
22,513 37,197 41,396 - 78,734 

168,819 (33,324) (153,488) 
148,190 158,399 112310 

$ 662,289 $ 443,993 $ 368,189 

$ 472,871 $ 401,453 $ 387,560 
6.74 1 25,123 33,334 

1351804 95,456 103,595 
$ 615,416 $ 522,032 $ 524,489 

$ 3,197,806 $ 2,971,287 S 2,673,497 
9 17,525 807,597 760,149 

1,656,414 1,514,048 1,439,206 
$ 5,771,745 $ 5,292,932 $ 4,812,852 

Net Income Per Common 
L_ Share 

Net Income - Basic Dilutive Revenues 
($ in thousands) 

$ 264,750 $ 54,625 5.21 $21 
273,946 7,753 .03 .03 
271,517 11,908 .05 .05 
277,215 70,200 .27 .26 

Net Income Per Common 
7 Share 

Net Income - Basic Dilutive Revenues 
($ in thousands) 

$ 224,540 $ 26,779 $.lo $.IO 

236,324 14,461 .06 -06 
247,483 1,358 .01 .01 

224,5 11 14,462 .06 .06 

First quarter 1999 results include an afier tax gain of approximately$42,900,000 on the sale of Centennial Cellular stock (see 
Note 5). Fourth quarter 1999 resultsindude an aftertax gain ofapprox~ately~1,700,0000n the sale of Century stock and an 
after tax gain of approximately$51,800,000 on the sale of the Company’s interest in a cable joint venture (see Note 5), offset by 
after tax asset impairment charges of approximately $22,300,000 (see Note l(g)), after tax costs of an executive retirement 
agreement of $4,100,000, after tax restructuring charges of approximately $3,600,000 (see Note l l) ,  after tax impact of 
accelerated depreciation of approximately $3,000,000 related to the change in useful life of an operating system and after tax 
pre-acquisitionintegration costs of approximately%2,400,000 (see Note 3). 
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First quarter 1998 results include an after tax cumulative effect of change in accounting principle, net of related minority interest 
of approximately$2,334,OOO(see Note l(k)). Fourth quarter 1998 results include an after tax write-offof the HTCC investment 
of approximately$l 9,700,000 (see Note 5). 

The quarterly net income per common share amounts are rounded to the nearest cent. Annual net income per common share 
may vary depending on the effect of such rounding. 

(1 8) SumlementalCash Flow Infomation: 

The fo1lowing is a schedule of net cash provided by operating acthitiesfor the years ended December 3 I ,  1999,1998 and 1997 

Income (Loss) from continuing operations 
Adjustmentsto reconcilenet income to net cash provided by 

operating activities: 
Depreciation expense 
Non cash charges to earnings 
Investment gains 
Non cash HTCC investment write-off 
Cumulative effect of change in accountingprinciple 
Gain on sale of subsidiary stock 
Allowance for equity funds used during construction 
Deferred income tax and investmenttax credit 
Change in operating accounts receivable 
Change in accountspayable and other 
Change in accruedtaxes and interest 
Change in other assets 

Net cash provided by continuing operating activities 

1997 - 1999 - 1998 - 
($ in thousands) 

$ 117,127 $ 20,532 $ (3,923) 

262,430 198,658 186,530 
36,136 - 122,735 

(221,088) - - 31,905 - 
- 3,394 

- (78,734) 
(2,547) (2,700) (4,566) 
30,581 23,687 (6,373) 
(7,783) (40,770) (41,745) 
91,088 (1 12,809) (27,982) 
30,624 17,996 (4,458) 
10,941 16,205 (1,628) 

$ 347,509 $ 156,098 $ 139,856 
----rr-Q- 

In conjunction with the acquisitions descriied in Note 3 the Company assumed debt of $13,800,000 and $8,400,000 in 1998 
and 1997, respectively,at weighted average interest rates of 5.6% and 6.2%, respectively. 

(19) Retirement Plans: 

Pension Plan 
The Company and its subsidiaries have a noncontributory pension plan covering all employees who have met certain service 
and age requirements.The benefits are based on years of service and final average pay or career average pay. Contributionsare 
made in amounts sufficient to fund the plan’s net periodic pension cost while considering tax deductibility. Plan assets are 
invested in a diversifiedgortfolio of equity and fixed-incomesecurities. 

The followingtables set forth the plan’s bqefit obligationsand fair values of plan assets as of December 3 1,1999 and 1998. 

Change in benefit obliation 
Benefit obligationat beginning of year 
Service cost 
Interest cost 
Amendments 
Actuarial (gain)/loss 
Acquisitions 
Benefits paid 
Benefit obligation at end of year 

1999 - 1998 - 
($ in thousands) 

$ 252,914 $ 208,520 
13,234 10,747 
17,200 15,703 
(1,877) (1,487) 

(33,039) 27,941 
8,344 

(20,830) (16,854) 
$ 227,602 $ 252,914 
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Change in plan assets 
Fair value of plan assets at beginning of year 
Actual return on plan assets 
Acquisitions 
Employer contribution 
Benefits paid 
Fair value of plan assets at end of year 

IAccruedWPrevaid benefit cost 
Fundedsbtus 
Unrecognizednet liability 
Unrecognizedprior service cost 
Unrecognizednet actuarial (gain)/loss 
(Accrued)/Prepaidbenefit cost 

Comuonentsof net periodic benefit cost 
Service cost 
Interest cost on projected benefit obligation 
Return on plan assets 
Net amortization and d e f d  
Net periodic benefit cost 

1999 - I998 - 
($ in thousands) 

$ 232,536 $ 201,834 
2 1,760 24,749 

10,875 
5,420 11,932 

(20;830) (16,854) 
$ 238,886 $ 232,536 

$ 11,284 $ (20,378) 
146 189 

1,673 3,682 
(13,911) 21,807 

$ (808) $ 5,300 

$ 13,234 $ 10,747 
17,200 15,703 

(19,081) (17241) 
175 400 

$ 11,528 $ 9,609 

Assumptiomused in the computationof pension costs/ year-end benefit obtigationswere as follows: 

Discount rate 
Expected long-term rate of return on plan assets 
Rate of increase in compensation levels 

1999 - 1998 

7.0?48.0?! 7.56/d7.@?! 
8.25%MIA 825O/aMIA 
4.00/d4.0?/0 4.00/d4.00/0 

In November 1998, the Company acquired Rhinelander Telecommunic&ons,hc., including its pension benefit plans. The 
acquisition increased the pension benefit obligation by $3,974,000 and the fair value of plan assets by $4,884,000 as of 
December 3 I , 1998. 

In June 1998, the Company acquired The Gas Company (TGC), including its non-collectively bargained pension benefit plan. 
The acquisition increasedthe pension benefit obligation by $4,370,000 and the fair value of plan assets by $5,991,000 as of 
December31,1998. 

- 
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PostretirementBenefits Other Than Pensions 
The Company provides certain medical, dental and life insurance benefits for retired employees and their beneficiaries and 
covered dependents. 

The Following table sets forth the plan's benefit obligationsand the postretirementbenefit liability recognizedon the Company's 
balancesheetsat December31,1999and 1998 

Change in benefit oblipation 
Benefitobligation at beginning of year 
Service cost 
Interest cost 
Plan participants' contributions 
Amendments 
Actuariai(gain)Aoss 
Acquisitions 
Benefitspaid 
Benefit obligation at end of year 

Change in Dlan assets 
Fair value of plan assets at beginning of year 
Actual return on plan assets 
Benefitspaid 
Empioyer coninbution 
Fair value of plan assets at end of year 

Accrued benefit cost 
Funded status 
Unrecognizedtransition obligation 
Unrecognioedprior service cost 
Unrecognized(gain) 
Accrued benefit cost 

1999 - 1998 
($ in thousands) 

$ 51,983 $ 49,110 
781 980 

3,43 1 3,523 
629 5% 

(4,734) 
(8,590) 4,503 - 65 1 

- 

$ 18,710 $ 6,661 
677 1200 

(948) 
1;498, 11,372 

$ 20,460 $ 18,710 

$ (25,068) $ (33273) 
359 386 - 

(14,953) (7,562) 
$ (39,662) $ (40,449) -- 

ComDonents of net Deriodic postretirement benefit costs 
Service cost $ 781 $ 980 
Interest cost on projected benefit obligation 3,431 3,523 
Return on plan assets ~ (1,544 (549) 
Net amortizationand de?ml - (828) (947) 
Curtailment gain 
Net periodic postretirementbenefit cost 

* 

For purposes of measuring year end benefit obligations,the Company used the same discount rates as were used for the pension 
plan and a 7% annual rate of increase in the per-capitacost of covered medicalbenefits, gradually decreasing to 5% in the year 
2040 and remaining at that level thereafter. The effect of a 1% increase in the assumed medical cost trend rates for each future 
year on the aggregate of the service and interest cost components ofthe total postretirementbenefit cost would be $378,000 and 
the effect on the accumulated postretirement benefit obligation for health benefits would be $3,845,000. The effect of a 1% 
decrease in the assumed medical cost trend rates for each future year on the aggregate of the service and interest cost 
components of the total postretirement benefit cost would be $(338,000) and the effect on the accumulated postretiwnent 
benefit obligation for health benefits would be $(3,486,000). 

In August 1999, the Company's Board of Directors approved a plan of divestiture for the public services properties. As 
such, any pension andor postretirement gain or loss associated with the divestiture of these properties will be recognized 
when realized. 
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401(k) Savinrrs Plans 
The Company sponsors employee savings plans under section 401(k) of the htemal Revenue Code. The plans cover 
substantially all full-time employees. Under the plans, the Company provides matching contributions in Company stock based 
on qualified employee contributions. Matching contributionswere $5,850,000,$5,795,000 and $4,883,000 for 1999,1998 and 
1997, respectively. 

(20) Commitments and Continmmcies: 

The Company has budgeted capital expenditures in 2000 of approximately $599,800,000 (including S38,000,000 of non-cash 
capital lease additions) for continuing operations and $ ~69,900,000 for discontinuedoperations and certain commitments have 
been entered into in connection therewith. 

In December 1999, the Company entered into an agreement with Nortel to outsource elements of DMS central ofice 
engineering and commissioning of the Company’s network. The Company’s commitment under this three year agreement is 
approximately$69,000,000for 2000, $37,000,000 for 2001 and $35,000,000 for 2002. The 2000 capital cost of this contract is 
included in the 2000 budgeted capital expenditures. 

.* 

The Company conducts certain of its operations in leased premises and also leases certain equipment and other assets pursuant 
to operating leases. Future minimum rental commitments for all long-term noncancelable operahg leases for continuing 
operations are as follows: 

Year Amount 

2000 $ 26,363 
2001 25’6 10 
2002 17,237 
2003 12,342 

thereafter 13,972 
Total $ 104,743 

(S in thousands) 

2004 9219 

Total rental expense included in the Company’s resub of operations for the years ended December 3 1 , 1999,1998 and 1997 
was $30,855,000, $27,964,000 and $19,076,000,respectively. The Company subleases, on a month to month basis, certain 
office space in its corporate office to a charitable foundation formed by its Chairman. 

In 1995, ELI entered mto a $1 10 million construction agency agreement and an operating lease agreement in connection with 
the construction of certain communications networks and fiber cable l i i .  ELI served as agent for the construction of these 
projects and, upon completion of each project, leased the facilities for a three year term, with one year renewals available 
through April 30,2002. At December 3 1,1999 and 1998, ELI was leasing assets under this agreement with an on&al cost of 
approximately$lO8,54l~OOOaiid $87,426,000atDecember3lY 1997. ELI has the optionto purchasethe facilitiesat the end of 
the lease terms for the mount of the lessor’s average investment in the facilities. payments under the lease depend on current 
interest rates, and assuming continuation Of current interest rates, payments would approximate $6.1 million annually through 
April 30,2002 and, assuming exercise of the purchase option, a final payment of approximately$llO million in 2002. In the 
event ELI chooses not to exercise this option, ELI is obligatedto arrange for the sale ofthe facilitiesto an unrelatedparty and is 
required to pay the lessor any difference between the net sales proceeds and the lessor’s investment in the facilities. However, 
any amount required to be paid to the lessor is subject generally to a maximum of 80% (approximately $88 million) of the 
lessor’s investment. The Company has guaranteedall obligations of ELI under this operating lease. 

ELI has entered into various capital and operating leases for fiber optic cable to interconnect ELI’S local networks with long- 
haul fiber optic routes. The terms of the various agreements covering these routes range &om 20 to 25 years, with varying 
optional renewal periods. For certain contracts, rental payments are based on a percentage of ELI’S leased traffic, and are 
exclusive, subject to certain minimums. For other contracts, certain minimum payments are required. 

ELI has also entered into certain operating and capital leases in order to develop ELI’S local networks, including an operating 
lease to develop a local network in Phoenix and a capital lease in San Francisco. The operating lease in Phoenix provides for 
rental payments based on a percentage of the network’s operating income for a period of 15 years. The capital lease in San 
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Francisco is a 30-year indefeasible and exclusive right to use agreement for optical fibers in the San Francisco Bay Area. The 
Phoenix operating lease network is currently operational, and the San Francisco capital lease network is expected to become 
operational in 2000. 

e 
Minhum payments on operating leases are included in the table above. For payments on capital leases, see Note 7. 

The Company is also a party to contracts with several unrelated long distance carriers. The contracts provide fees based on 
leased traffic subject to minimum monthly fees aggregating as follows: 

2000 
2001 
2002 
2003 
2004 

thereafter 
Total 

Amount 

$ 36,840 
3 1,490 
6,120 
5,960 
4200 

($ in thousands) 

12,600 
$ 97,210 

The Vermont Joint Owners (VJO), a consortium of 14 Vermont utilities, including the Company, have entered into a purchase 
power agreementwith Hydro-Quebec. The agreement contains “step-up” provisionsthat state that if any VJO member defaults 
on its purchase obligation under the contract to purchase power from Hydro-Quebec the other VJO participants will assume 
responsibility for the defaulting party’s share on a pro-rata basis. As of December 31, 1999 and 1998, the Company’s 
obligation under the agreement is approximately 10% of the total contract. The two largest participants in the VJO represent 
approximately 46% and 37% of the total contract, respectively. During 1998, these two major participants have each 
experienced regulatory disallowancesthat have resulted in credit rating downgrades and stock price declines. Both of these 
participants are in the process of appealing the regulatory disallowances; however, both companies have stated that an 
unfavorableruling could jeopardize their ability to continue as going concerns. If either or both of these companies default on 
their obligations under the Hydro-Quebec agreement, the remaining members of the VJO, including the Company, may be 
requiredto pay for a substantially larger share of the VJO’s total power purchase obligation for the remainder of the agreement 
Such a result could have a materially adverse effect on the financial results of the Company. The purchaser of the Company’s 
Vermont Electric Division has agreed at closing to assume the Company’s power purchase obligationsunder the Hydro-Quebec 
agreement, and the Company has agreed to indemnify that purchaser against losses resulting fiom the “step-up” provision in 
that agreement. 

The Company is involved in various claims and legal actions arising in the ordinary course of business. In the opinion of 
management, the ultimate disposition of these matters, after considering insurance coverages, will not have a material adverse 
effect on the Company’s consolidatedfinancial position, results of operations or liquidity. 

- _  - 
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P A R T  I 

ITEM 1. BUSINESS 

This annual report on Form 10-K contains forward-looking statements that are subject to risks and uncertainties 
that could cause actual results to differ materially from those expressed or implied in the statements. Further discussion 
regarding forward-looking statements, including the factors which may cause actual results to differ from such 
statements, is located in Item 7, “Management’s Discussion and Analysis of Financial Condition and Results of 
Operations” in this report. Citizens Communications Company and its subsidiaries will be referred to as “we”, “us” or 
“our” throughout this report. 

a. Recent Developments 

Citizens Communications Company (Citizens) is a telecommunications company providing wireline 
commutiications services primarily to rural areas, small and medium sized cities and towns throughout the United States 
as an incumbent local exchange carrier (ILEC). In addition, we provide competitive local exchange carrier (CLEC) 
services to business customers and to other communications carriers in the western United States through our 85% 
owned subsidiary, Electric Lightwave Inc. (ELI). We also provide public services including natural gas transmission and 
distribution, electric transmission and distribution and water distribution and wastewater treatment services to 
primarily rural and suburban customers throughout the United States. 

In recent years, we have focused our efforts and resources toward transforming’ourselves into a telecommunications 
provider. In order to execute this strategy, we announced our intention to acquire telephone access lines and to partially 
fund our future expansion into the telecommunications business through the divestiture of our public utility operarions. 
During 1999, opportunities became available to acquire a significant number of telephone access lines that met our 
investment criteria. These acquisitions are consistent with our strategy to broaden our geographic profile and to acquire 
and operate ILEC businesses in small and medium sized cities and towns. They provide us with the opportunity to 
further achieve critical mass as well as economies of scale throughout the United States and will enable us to improve 
operating efficiencies. Between May 1999 and July 2000, we announced that we had entered into agreements to 
purchase approximately 2,034,700 telephone access lines (as of December 3 1, 2000) for approximately $6.5 billion in 
cash (see Acquisitions and Divestitures below). 

During 1999, our Board of Directors also approved a plan of divestiture for our public services properties. 
Currently, we have agreements to sell all of our water and wastewater treatment businesses, one of our electric businesses 
and one of our gas businesses for approximately $1.5 billion in cash plus the assumption of certain liabilities (see 
Acquisitions and Divestitures below). In 1999, we initially accounted for the planned divestiture of public services as 
discontinued operations. As of December 3 1,2000, we had not yet completed our plan of disposal for our gas and electric 
assets. In the third and fourth quarters of 2000, we reclassified all of our gas and electric assets to “assets held for sale”, 
and their related liabilities to ”liabilities related to assets held for sale”, we also reclassified the results of these operations 
from discontinued operations to their original income statement captions as parr of continuing operations, and restated 
prior periods to conform to the current presentation. We are continuing to actively pursue buyers for our gas and electric 
businesses that are nor currently contracted for. 

The Arizona and Vermont electric divisions were under contract to be sold to Cap Rock Energy Corp. This 
agreement was terminated on March 7 ,  2001 as a result of Cap Rock Energy COCP.’S inability to obtain the required 
financing in a timely manner. 

b. Financial Information about Industry Segments 

We traditionally measured our segments by service (ILEC, ELI, Gas, Electric, Water and Wastewater). Currently, 
the water and wastewater segment is no longer presented as a segment but is included in discontinued operations. 
Although the gas and elecrric segments have been classified as “assets held for sale” and “liabilities related to assets held 
for sale” and i t  is our intention to divest of these operations, we are classifying these businesses as continuing operations 
and are presenting these operations in our segment footnote as required. As we divest our gas and electric operations and 
become solely a telecommunications provider, the measurement of segments will evolve to be representative of OUK then 
current business activities. Note 16 of the Notes to Consolidated Financial Statements included herein sets forth 
financial information abour our industry segments for the last three fiscal years. 
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c. Description of Business 

I I e c  

We operate as an ILEC that provides both regulated and competitive communications services to residential, 
business and wholesale customers. Our ILEC services consist of local network services, network access services, long 
distance services, directory advertising, Centrex, custom calling, voice mail and conference calling and caller ID services. 
In addition, we offer limited paging, cellular, Internet access and cable television services. 

Strategy 

Our strategy is to focus our efforts and resources toward transforming ourselves into a pure telecommunication 
provider. As a result, in 1999 and 2000 we announced our intention to acquire telephone access lines from Verizon 
Communications, formerly GTE Corp. (Verizon); Qwest Communications, formerly US West (Qwest); and 100% of the 
stock of Frontier Corp. (Frontier), a subsidiary of Global Crossing Ltd. (Global). If all announced acquisitions are 
finalized, we will be among the largest independent wireline telephone operators in the United States with 
approximately three million local (network) access lines located in 27 states as follows: 

I l E C  Pro-Forma Access l i n e s  a s  o f  December  31, 2000 

State 
Verizon"' Qwest"' Frontier'" 

Citizens"' Acquisition Acquisition Acauisition Total 

New York . . . . . . . . . . . . . . . . . . . . . . .  339,100 - - 698,200 1,037,300 

Arizona. 163,000 8,600 17 1,500 - 343,100 
California 145,600 55,100 - - 200,700 

- 153,200 
. . . . . . . . . . . . . . . . . . . . . . . . .  - 20,100 132,300 

- - 102,500 
Nebraska. 62,200 - 14,900 - 77,100 

Idaho 2 1,700 - 3 3,900 - 5 5,600 
Colorado - - 5 1,400 - 5 1,400 
Pennsylvania 1,500 - - 42,900 44,400 
Georgia. - - - 29,000 29,000 

- - 28,300 
- - - 27,700 27,700 Alabama 

Michigan - - - 27,200 27,200 
- 23,700 

Montana 9,000 - 11,900 - 20,900 
- - 17,000 
- - 15,100 

- 6,900 
- - 6,500 6,500 

5,900 - 5,900 
- 5,700 5,700 Indiana - - 

Florida - - - 4,600 4,600 

Total . . . . . . . . . . . . . . . . . . . . . . . . . .  1,371,200 63,700 539,800 1,096,700 3,071,400 

Minnesota . . . . . . . . . . . . . . . . . . . . . . .  142,400 - 187,100 129,600 459,100 

West Virginia 153,200 - - 
Illinois 112,200 - 
Iowa . . . . . . . . . . . . . . . . . . . . . . . . . . .  - - 53,200 60,400 113,600 
Tennessee 102,500 - 

Wisconsin . . . . . . . . . . . . . . . . . . . . . . .  27,800 - - 44,800 72,600 

. . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . .  

* 
. . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . .  Nevada 28,300 - 

Utah 23,700 - - 

North Dakota 17,000 - 
Oregon 15,100 - 
Washington - - 10,000 - 10,000 
New Mexico 6,900 - - 
Mississippi - 
Wyoming - - 

. . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . .  

(1) Represents our prior telephone access lines plus telephone access lines acquired through December 31,2000 from Venton (Nebraska, Minnesota 
and Illinois/Wisconsm) and Qwest (North Dakoca). 

(2) Represents telephone access line acquisitions pending as of December 31, 2000. 
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We intend to fully integrate our acquisitions with existing core telephone access line holdings by the end of the 
first fiscal quarter of 2002. We are acquiring telephone access lines on a state by state basis from each of Verizon and 
Qwest. As of December 31, 2000, we have closed on several Verizon states, including Nebraska (62,200 access lines), 
Minnesota (142,400 access lines), Illinois/Wisconsin (1 12,900 access lines), and one Qwest state, North Dakota (17,000 
access lines). We expect the Frontier acquisition to close as a single transaction during the second half of 2001. 

As each acquisition becomes fully integrated into our operations, we will seek to increase the penetration of value 
added services such as second lines and enhanced services (such as call forwarding, conference calling, caller 
identification, Internet, voicemail, call waiting, etc.). Currently, the penetration rates for enhanced services in these 
markets are below industry averages. If we are successful in increasing the penetration of these value-added services, in 
addition to increasing our revenue, we may be able to achieve higher operating margins due to the relatively low levels of 
operating costs necessary to maintain such services. 

We intend to market these value-added services through direct mail and telemarketing programs. We recently 
introduced “Citizens Select” and “Citizens Select Plus” as a branded bundle of telecommunications services directed at 
our retail customer base in a majority of the states in which we operate. For one flat rate, customers can bundle their 
residential line with Custom Local Area Signaling Services (CLASS) and custom calling features. Citizens Select allows 
customers to choose up to seven features with their residential line while Citizens Select Plus allows customers to bundle 
as many features as desired plus voicemail. We believe that our ability to integrate value added services with our core 
Local Exchange Carrier (LEC) service would provide us with the opportunity to capture an increasing percentage of our 
customers’ telecommunications expenditures. 

In addition, as we upgrade and extend our physical plant and operations over the next several years, the installation 
of digital switches and related software will continue to be an important component of our strategy. In December 1999 
we entered into a three-year agreement to outsource elements of central office engineering and commissioning of our 
network. This agreement provides for the immediate provisioning of current technology and continuing upgrade of 
software for our core network platform, deploying the latest switch software throughout our network, provisioning of 
switch capacity to support network growth, integrating acquired properties onto a common network platform and 
providing other project management and service support resources. These improvements to our network will allow us to 
continue to offer enhanced services and other high-speed premium-priced data services to our existing and future 
customer base. 

Regulatory Environment 

The Telecommunications Act of 1996 (the 1996 Act) dramatically changed the landscape of the 
telecommunications industry. The main thrust of the 1996 Act was to open local telecommunications marketplaces to 
competition while enhancing universal service. We expect the 1996 Act, subsequent state and federal regulatory rulings 
and technological changes to lead to teductions in the level of regulation for the telecommunications industry. Though 
the majority of our operations continue to be regulated extensively by various state regulatory agencies (often called 
public service commissions) and the Federal Communications Commission (FCC), we expect reductions in the level of 
regulation for some of our operations in the future. However, we are currently unable to determine the ultimate degree of 
change in regulation in our operating territories. 

S T A T E  R E G U L A T I O N  

Many of our properties continue to be regulated under a rate of return regime which sets prices for a specific 
property based on its level of earnings. However, in recent years, state legislatures have passed statutes enabling state 
regulators to reduce the degree of regulation. As a result, in certain states and at the federal level we have entered 
incentive regulation plans under which prices are capped in return for elimination or relaxation of earnings oversighr. 
Some states also allow us more flexibility in price changes for optional services and relaxed reporting requirements. The 
goal of these incentive regulation plans is to provide incentives to improve efficiencies and increase pricing flexibility for 
non-monopoly services while ensuring that customers receive reasonable rates for basic services that continued to be 
deemed monopoly while still allowing us to continue to recover our costs in rates. 

Approximately 85% of our ILEC sector revenue is regulated. The FCC regulates approximately 34% of our revenue 
while the various state regulatory agencies regulate approximately 5 1%. We expect state lawmakers to continue to 
review the statutes governing the level and type of regulation for ILEC services. Over the next few years, legislative and 
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regulatory actions are expected to provide opportunities to restructure rates, introduce more flexible incentive regulation 
programs and possibly reduce the overall level of regulation. While we still believe that any actions will nonetheless 
allow us to recover our costs in rates, we expect the election of incentive regulation plans and the expected reduction in 
the overall level of regulation to allow us to introduce new services more expeditiously than in the past. 

I N T E R S T A T E  R E G U L A T I O N  - C A L L S  P L A N  

For interstate services regulated by the FCC, we have elected a form of incentive regulation known as price caps. 
Under price caps, interstate access rates are capped and adjusted annually by the difference between the level of inflation 
and a productivity factor. Most recently the productivity factor was set at 6.5%. Given the relatively low inflation rate in 
recent years, interstate access rates have been adjusted downward annually. In May 2000, the FCC adopted a revised 
methodology for regulating the interstate access rates of price cap companies for the next five years. The new program, 
known as the Coalition for Affordable Local and Long Distance Services (CALLS) plan, establishes a price floor for 
interstate-switched access services and phases out many of the subsidies in interstate access rates. Though end-user 
charges and an expanded universal service program will continue to benefit rural service providers such as our ILEC, they 
will also offset much of the reduction in interstate access rates. Annual adjustments based on the difference between 
inflation and the 6.5% productivity factor will continue for several years until the price floor for interstate switched 
access services is reached. 

The CALLs plan has significant benefits for us in the long term. Though some of the required rate reductions are 
front loaded, the price floor provides a degree of certainty that rate reductions will be curtailed in the future. We were 
successful in negotiating a price floor that recognized the unique cost characteristics of rural telecommunications 
providers as opposed to being forced into a one-size-fits-all program designed for larger companies. Under the CALLs 
plan, for many of our properties, the price floor is higher than the rate level that would have been required over time 
under the previous rate programs. In addition, shifting revenue from interstate access services to end user customers and 
universal service programs provides us more control over future revenue as access customers seek alternatives to switched 
access services. 

F E D E R A L  U N I V E R S A L  S E R V I C E  

In 1998, the FCC determined that the federal universal service fund (USF) for non-rural companies would be based 
on a forward looking cost methodology, but chartered a Rural Task Force (RTF) to develop a recommendation for the 
funding methodology for rural companies. Since our properties are classified as rural, our federal USF will be driven by 
the rural methodology that is still under development. In October 2000, the RTF recommended the use of embedded 
cost instead of forward-looking costs to determine the USF for rural companies. In addition, the RTF suggested the FCC 
should adjust the caps on the USF to recognize inflation and allow rural companies the opportunity to recover some of 
the costs associated with incremental investment. In December 2000, the Federalhtate Universal Service Joint Board 
(Joint Board) recommended that the FCC adopt the RTF recommendations. Although, the final FCC decision is still 
uncertain, if the FCC agrees with the Joint Board, the combination of the embedded cost methodology and some relief 
on the caps should provide rural providers like us with a more stable source of USF money over the next several years. 

A C C E S S  C H A R G E  R E F O R M  

Another goal of the 1996 Act was to remove implicit subsidies from the rates charged by local telecommunications 
companies. The CALLs plan addressed this requirement for interstate services. State legislatures and regulatory agencies 
are beginning to reduce the implicit subsidies in intrastate rates. The most common subsidies are in access rates that 
historically have been priced above their costs to allow basic local rates to be priced below cost. Legislation has been 
considered in several states to require regulators to eliminate these subsidies and implement state universal service 
programs to maintain reasonable basic local rates. In Tennessee, for example, as a result of such legislation, we will be 
reducing intrastate access rates by $1 million per year for three years beginning in 2001. We anticipate additional state 
legislative and regulatory pressure to lower intrastate access rates in the near future. However, regulators are cognizant of 
the potential impact on basic local rates and are moving cautiously. Many stares are embracing the need for state 
universal service funds to ensure protection for customers while ensuring that local telecommunications companies 
continue to have the incentive to recover in rates their investment in their networks and new services. 
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U N S E R V E D  A R E A S  

State legislatures and regulators are also examining the provision of telecommunications services to previously 
unserved areas. Since many unserved areas are located in rural markets, we may be required to expand our service 
territory into some of these areas. Given the start-up costs involved with territory expansion, we expect legislatures and 
regulators to continue to move cautiously and provide some method of recovery for the costs associated with serving 
these new areas. 

Competition 

In each of our markets there is the potential for competition from a variety of sources. However, the geographic and 
demographic characteristics of the small to mid-size communities that we serve make the entrance of comperitors 
difficult because of the significant capital investment required, the limited market size and the lack of brand 
recognitibn. Accordingly, it is our goal to provide a level of products and services that continue to position us as the 
preferred provider of communications in our markets. 

As previously mentioned, one of the primary goals of the 1996 Act was to open local telecommunications markets 
to competition. The 1996 Act and subsequent FCC interconnection decisions have established the relationships between 
ILECs such as us, and CLECs such as ELI, and the mechanisms for competitive market entry. Though carriers like us, 
who serve predominantly rural markets, did receive a qualified exemption from some of the technical requirements 
imposed upon all ILECs for interconnection arrangements, we did not receive an exemption from interconnection or 
local exchange competition in general. 

Under the 1996 Act and subsequent FCC and state rules, competitors can compete using one or more of three 
mechanisms: 

Construction of its own local exchange facilities, in which case the ILEC’s sole obligation is interconnection for 
purposes of traffic interchange; 

Purchase unbundled network elements (UNEs) at cost from the ILEC and assemble them into local exchange 
services andlor supplement the facilities it already owns; 

Resale of the ILEC’s retail services purchased at wholesale rates from the ILEC. 

Some competitors have taken advantage of the ILEC’s requirement to pay the CLEC reciprocal compensation for 
traffic delivered to the CLEC. The increase of traffic over the Internet has provided CLECs with an immediate 
mechanism to build traffic and reciprocal compensation revenues. It is important to note that while we are a reciprocal 
compensation payor, ELI is a reciprocal compensation receiver. We expect the spread of Digital Subscriber Line (DSL) 
and other high speed network services that give customers a dedicated link to the internet and expected actions by the 
FCC and/or the United States Congress to limit the future growth of reciprocal compensation. 

Under the 1996 Act the Regional Bell Operating Companies (RBOCs) were precluded from competing in most 
long distance markets until they satisfied the state regulatory authority and the FCC that their markets had been 
sufficiently opened to local exchange competition. Beginning in 1999, state regulators and the FCC began to allow the 
RBOCs to enter the long distance market in some states. By the end of 2000, RBOC long distance entry was only 
allowed in New York and Texas. However, we expect additional states to follow suit in the near future. Since we 
currently offer long distance service in New York and other states, it is possible that the entry of the RBOCs into this 
market could adversely impact our operations. 

Though much of the initial competirion in local telecommunications has been in more densely populated urban 
areas, we have begun to experience competition in some of our suburban markets. As of December 31, 2000, we had 
entered into eighty-eight interconnection agreements. These competitors are mainly serving internet service providers 
and a few large business customers. Competition for residential customers is present in isolated areas. 

E l e c t r i c  L i g h t w a v e ,  I n c .  

ELI is a facilities-based CLEC that provides a broad range of communications services to businesses. ELI provides 
the full range of wireline telecommunications products and services, including switched local and long distance voice 
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services, data communications services and dedicated point-to-point services, in the western United States. ELI markets 
to retail business customers regionally and nationally to wholesale communications customers. 

ELI currently provides the full range of its services in seven major cities and their surrounding areas, including: 

Boise, Idaho 
Portland, Oregon 
Salt Lake City, Utah 
Spokane, Washington 

Phoenix, Arizona 
Sacramento, California 
Seattle, Washington 

The major cities include a network ofapproximately 2,065 route miles offiber optic cable installed to create a series 
of Synchronous Optical Network (SONET) rings, which provide a higher degree of stability and dependability. Switched 
service, including local dial tone, is provided from 8 Nortel DMS 500 switches in the primary major cities. ELI also has 
transmission equipment collocated with switches of the ILEC ar 55 locations. 

ELI has broadband data points of presence in its major cities as well as other cities across the United States, 
including: 

Atlanta, Georgia Austin, Texas 
Chicago, Illinois Cleveland, Ohio 
Dallas, Texas Denver, Colorado 
Houston, Texas Las Vegas, Nevada 
Los Angeles, California New York, New York 
Philadelphia, Pennsylvania San Diego, California 
San Francisco, California Washington, D.C. 

ELI has developed an Internet backbone network with 65 routers providing Internet connectivity in each of its 
markets, including presence at all major network access points and include “peering arrangements” with other Internet 
backbone service providers. A peering arrangement is an agreement where Internet backbone service providers agree to 
allow each other direct access to Internet data contained on their networks. In addition, ELI’S broadband network 
consists of frame relay switches, Asynchronous Transfer Mode (ATM) switches and network-to-network interfaces. 
National and international coverage is provided through strategic relationships with other communications providers. 

ELI owns or leases broadband long-haul fiber optic network connections between its major cities In the west and its 
strategic markets across the nation. To the extent that traffic is carried on ELI’S own facilities, ELI is able to maximize the 
utilization of its network facilities and minimize network access and certain interconnection costs. During 2000, ELI 
completed construction of a SONET ring in the western United States. This self-healing ring connects Portland, 
Sacramento, San Francisco, Los Angeles, Las Vegas, Salt Lake City and Boise. 

In the development of ELI’S long-haul facilities, ELI has formed strategic relationships with utility companies that 
enable ELI to: 

Utilize existing rights-of-way and fiber optic facilities; 

Utilize their construction expertise and local permitting experience; 

Minimize near term cash requirements in order for ELI to extend its network infrastructure more quickly and 
economically. 

During 1999, ELI entered into a fiber-swap agreement, that exchanges unused fiber on its network for unused fiber 
on another carrier’s network. This exchange will provide ELI with a fiber route from Salt Lake City to Denver and 
continuing on to Dallas. ELI anticipates the fiber network and the exchange to be completed in 2001. 
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The following table represents certain operating information relating to ELI: 

2000 1999 I998 

Route miles*. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5,924 4,052 3,091 
Fiber miles* . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  297,284 214,864 181,368 

Access line equivalents. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  200,231 161,555 74,924 
Switches and routers installed: 

Buildings connected . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  851 824 766 

Voice . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
FrameRelay . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

8 8 7 
32 32 23  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Internet 65 42 24 
ATM. 23 23  14 

Customers . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,401 2,147 1,644 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

* Route miles and fiber miles also include rhose to which ELI has exclusive use pursuant to license and lease arrangements. 

Regulatory Environment 

As a common carrier, ELI is subject to federal, state and local regulation. The FCC exercises jurisdiction over all 
interstate communications services. State commissions retain jurisdiction over all intrastate communications services. 
Local governments may require ELI to obtain licenses or franchises regulating the use of public rights-of-way necessary 
to install and operate its networks. 

T E L E C O M M U N I C A T I O N S  A C T  O F  1 9 9 6  

Since the passage of the 1996 Act, ELI has substantially expanded the breadth of its product offering and its 
geographic reach. It has expanded the number of its local fiber networks from two to seven cities in the west and 
developed its data and Internet network across the nation (see additional information related to the 1996 Act in the ILEC 
section above). 

ELI has various interconnection agreements in the states in which it  operates. These agreements govern reciprocal 
compensation relating to the transport and termination of traffic between the ILEC’s and ELI’s networks. On 
February 2 5 ,  1999, the FCC issued a Declaratory Ruling and Notice of Proposed Rulemaking that categorized calls 
terminated to Internet Service Providers (ISPs) as “largely” interstate in nature, which could have the effect of precluding 
these calls from reciprocal compensation charges. However, the ruling stated that the existing interconnection 
agreements and the state decisions that have defined them bind ILECs. The FCC gave the states authority to interpret 
existing interconnection agreements. Since this FCC order, Oregon, Washington, California, Utah and Arizona have 
ruled that calls terminated to ISPs should be included in the calculation to determine reciprocal compensation. 

S T A T E  R E G U L A T I O N  

Most state public utilities commissions require communications providers, such as ELI, to obtain operating 
authority prior to initiating intrastate services. Most states also require the filing of tariffs or price lists and/or customer- 
specific contracts. In the states in which ELI currently operates, ELI is not subject to rate-of-return or price regulation. 
ELI is subject, however, to state-specific quality of service, universal service, periodic reporting and other regulatory 
requirements, although the extent of such requirements is generally less than that applicable to ILECs. 

Competition 

I L E C  C O M P E T I T I O N  

ELI’s operations are designed to significantly compete with the ILECs in each of its facilities-based markets. The 
ILECs currently dominate the local exchanke market and have historically been a de facto monopoly provider of local 
switched voice services. Primary ILEC competitors include Qwest, PacBell and Verizon. 
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C L E C  C O M P E T I T I O N  

In each of the markets where ELI operates, at least one and in some cases several, other CLECs offer many of the 
same local communications services, generally at prices similar to those offered by ELI. Facility and non-facility based 
operational CLEC competitors in ELI’s markets include AT&T Local Services, Time Warner Telecom, WorldCom, Inc. 
and XO Communications. 

C O M P E T I T I O N  F R O M  O T H E R S  

Potential and actual new market entrants in the local communications services business include RBOCs entering 
new geographic markers, Inter Exchange Carriers (IXCs), cable television companies (CATVs), electric utilities, 
international carriers, satellite carriers, teleports, microwave carriers, wireless telephone system operators and private 
networks built by large end users. In addition, the current trend of business combinations and alliances in the 
cornmuhications industry, including mergers between RBOCs, may increase competition for ELI. With the passage of 
the 1996 Act and the entry of RBOCs into the long distance market, IXCs may be motivated to construct their own 
local facilities or otherwise acquire the right to use local facilities and/or resell the local services of ELIS competitors. 

N E T W O R K  S E R V I C E S  

Competition for network services is based on price, quality, network reliability, customer service, service features 
and responsiveness to the customer’s needs. As a point of differentiation from the ILECs, ELI’s fiber optic networks 
provide both diverse access routing and redundant electronics, design features not widely deployed within the ILEC’s 
networks. 

H I G H - S P E E D  D A T A  S E R V I C E  

ELI’S competitors for high-speed data services include major IXCs, other CLECs and various providers of niche 
services (such as Internet access providers, router management services and systems integrators). The interconnectivity of 
ELI’s markets may create additional competitive advantages over other data service providers that must obtain local 
access from the ILEC or another CLEC in each market or that cannot obtain intercity transport rates on terms as favorable 
as those available to ELI. 

I N T E R N E T  S E R V I C E S  

The market for Internet access and related services in the United States is extremely competitive, with barriers to 
entry related to capital costs, bandwidth capacity and internal provisioning and operations processes. We expect that 
competition will intensify as existing services and network providers and new entrants compete for customers. In 
addition, new enhanced Internet services such as managed router service and web hosting are constantly under 
development in the market, and we expect additional innovation in this market by a range of competitors. ELI’s current 
and future competitors include the RBOCs, IXCs, CLECs and CATVs, and other Internet access providers. 

In general, many of the competitors listed above have resources substantially greater than those available to ELI. 

P u b l i c  S e r v i c e s  

We provide public services including natural gas transmission and distribution, electric transmission and 
distribution and water distribution and wastewater treatment services to primarily rural and suburban customers 
throughout the United States. 

On August 24, 1999, our Board of Directors approved a plan of divestiture for our public services properties. In 
1999, we initially accounted for the planned divestiture of public services as discontinued operations. As of 
December 3 1, 2000, we do not have agreements to sell our entire gas and electric segments. Consequently, in the third 
and fourth quarters of 2000, we reclassified all gas and electric assets and their related liabilities to “assets held for sale” 
and “liabilities related to assets held for sale”, respectively. As a result, our discontinued operations only reflect the assets 
and related liabilities of the water and wastewater businesses. 
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Natural Gas 

Our natural gas operating divisions provide natural gas transmission and distribution services (including synthetic 
natural gas and propane to our customers in Hawaii) in four states primarily to residential customers, as set forth below: 

State 

Number 

Customers 
of 

Louisiana . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  278,200 
Arizona . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  11 5,200 
Hawai i . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  66,300 
Colorado . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  13,800 

. Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  473,500 

The provision of services and/or rates charged are subject to the jurisdiction of federal and state regulatory agencies, 
except for the non-regulated propane rates charged to customers in Hawaii. We purchase all needed gas supply (except 
for our production of synthetic natural gas in Hawaii). We believe our supply is adequate to meet current demands and 
to provide for additional sales to new customers. The gas industry is subject to seasonal demand (except in Hawaii), with 
the peak demand occurring during the heating season of November 1 through March 31. Our gas sector experiences 
third party competition from fuel oil, propane and other gas suppliers for most of our large consumption customers (of 
which there are few) and from electric suppliers for all of our customer base. The competitive position of gas at any given 
time depends primarily on the relative prices of gas and these other energy sources. 

On April 13,2000, we announced an agreement to sell our Louisiana Gas operations to Atmos Energy Corporation 
for $365,000,000 in cash plus the assumption of certain liabilities. This transaction is expected to close in the first half of 
2001 following regulatory approvals (see Acquisitions and Divestitures below). 

In the fourth quarter of 2000, we settled a proceeding with the Louisiana Public Service Commission. As a result, 
our Louisiana Gas Service subsidiary rehnded approximately $27 million to ratepayers during the month of 
January 2001. The refund was effected as a credit on customers’ bills. The entire refund represents amounts that had 
been collected by us through our purchase adjustment clause, plus interest, for the period 1992-1997 and was recorded 
by us in the fourth quarter of 2000 as a reduction to revenue. Related legal fees of approximately $2.7 million were also 
recorded in that period. 

Electric 

Our operating divisions provide electric transmission and distribution services in three states primarily to 
residential customers, as set forth below: 

Number 
of 

State Customers 

Arizona . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  72,100 
Hawaii . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  30,700 
Vermont . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  20,700 

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  123.500 

The provision of services and/or rates charged is subject to the jurisdiction of federal and state regulatory agencies. 
We purchase approximately 81% of needed electric energy. We believe our supply is adequate to meet current demands 
and to provide for additional sales to new customers. The majority of our generating facilities are on Kauai, Hawaii. We 
have smaller generating facilities in Arizona and Vermont, which are used mainly for back-up power supply. Generally, 
our electric sector does not experience material seasonal fluctuations. 

The electric utility industry in the United States is undergoing fundamental changes. For many years, electric 
utilities have been vertically integrated entities responsible for the generation, transmission and distribution of electric 
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power in a franchise territory. In return for monopoly status, electric utilities have been subject to comprehensive 
regulation at the state and federal level. The industry is now shifting toward electric customers being able to choose their 
energy provider much like telephone customers are able to choose their long distance provider. Generally, this involves 
splitting apart the generation and transmission of power from the remainder of the business, and having generators 
compete with one another in the sale of power directly to retail customers. The interconnected regional transmission 
grids will be operated independently, continuing as a federally regulated monopoly. Local transmission and distribution 
facilities would continue as state-regulated monopolies. This change in the industry is in various stages of development 
around the United States. 

During the past year the decrease in the availability of power has caused power supply costs to increase 
substantially, forcing companies to pay higher operating costs to operate their electric businesses. As a result, companies 
have attempted to offset these increased costs by either renegotiating prices with their power suppliers or passing these 
additional costs on to their customers through a rate proceeding. In Arizona, we are currently disputing excessive power 
costs charged by our power supplier in the amount of approximately $57 million through December 31, 2000. We are 
allowed to recover these charges from ratepayers through the Purchase Power Fuel Adjustment clause. In an attempt to 
limit “rate shock” to our customers, we have requested that this deferred amount, plus interest, be recovered over a 
three-year period. As a result, we have deferred these costs on the balance sheet in anticipation of recovering certain 
amounts either through renegotiations or through the regulatory process. 

On February 15, 2000, we announced that we had agreed to sell our electric utility operations. The Arizona and 
Vermont electric divisions were under contract to be sold to Cap Rock Energy Corp. Cap Rock Energy Corp. has failed to 
raise the required financing and obtain the required regulatory approval necessary to meet its obligations under the 
contract for sale. The agreement with Cap Rock Energy Corp. was terminated on March 7, 2001. The Kauai electric 
division is under contract to be sold to Kauai Island Electric Co-op (see Acquisitions and Divestitures below). 

In Kauai, historically, we received approximately 13% of our power from a third party provider. As of 
January 2001, this third party provider will no longer provide power due to the closure of their sugar operations. In order 
to avoid power outages, we have completed negotiations with a new third party provider for a new purchase power 
agreement. This agreement is subject to approval by the Hawaii Public Utility Commission (HPUC). Current forecasts 
report that Kauai will require additional electrical generating capacity in 2002. As a result, we have entered into a .  
25-year purchase power agreement with Kauai Power Partners (KPP), an independent power producer, to provide firm 
power by July 2002. This agreement was recently approved by the HPUC. 

A c q u i s i t i o n s  a n d  D i v e s t i t u r e J  

Acquisitions 

From May 27,1999 through July 12,2000 we entered into several agreements to acquire approximately 2,034,700 
telephone access lines (as of December 31, 2000) for approximately $6.5 billion in cash. These transactions have been 
and will be accounted for using the purchase method of accounting. The results of operations of the acquired properties 
have been and will be included in our financial statements from the date of acquisition of each property. These 
agreements and the status of each transaction are described as follows: 

On May 27, September 21, and December 16,1999, we announced definitive agreements to purchase from Verizon 
approximately 381,200 telephone access lines (as of December 3 1,2000) in Arizona, California, IllinoislWisconsin, 
Minnesota and Nebraska for approximately $1,17 1,000,000 in cash. These acquisitions are subject to various state 
and federal regulatory approvals. On June 30, 2000, we closed on the Nebraska purchase of approximately 62,200 
telephone access lines for approximately $205,000,000 in cash. On August 31,2000, we closed on the Minnesota 
purchase of approximately 142,400 telephone access lines for approximately $439,000,000 in cash. O n  
November 30,2000, we closed on the IllinoislWisconsin purchase of approximately 11 2,900 telephone access lines 
for approximately $304,000,000 in cash. We expect that the remainder of the Verizon transactions will close on a 
state-by-state basis in the first half of 2001. 

On June 16,1999, we announced a series of definitive agreements to purchase from Qwest approximately 556,800 
telephone access lines (as of December 3 1, 2000) in Arizona, Colorado, IdaholWashington, Iowa, Minnesota, 
Montana, Nebraska, North Dakota and Wyoming for approximately $1,650,000,000 in cash and the assumption 
of certain liabilities. On October 31, 2000, we closed on the North Dakota purchase of approximately 17,000 
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telephone access lines for approximately $38,000,000 in cash. We expect that the remainder of the Qwest 
acquisitions, which are subject to various state and federal regulatory approvals, will occur on a state-by-state basis 
by the end of the first quarter of 2002. 

On July 12, 2000, we announced a definitive agreement to purchase from Global 100% of the stock of Frontier 
C o p ,  which owns approximately 1,096,700 telephone access lines (as of December 31,2000) in AlabamdFlorida, 
Georgia, Illinois, Indiana, Iowa, Michigan, Minnesota, Mississippi, New York, Pennsylvania and Wisconsin, for 
approximately $3,650,000,000 in cash. We expect that this transaction, which is subject to various state and 
federal regulatory approvals, will be completed in the second half of 2001. 

We have and/or expect to temporarily fund these telephone access line purchases with cash and investment 
balances, proceeds from commercial paper issuances backed by the credit commitments, and borrowings under lines of 
credit, as described in Management’s Discussion and Analysis of Financial Condition and Results of Operations 
(Liquidrty and Capital Resource section) below. Permanent funding is expected to include, but not be limited to, cash 
and investment balances, the proceeds from the divestiture of our public services businesses, direct drawdowns from 
certain of the credit facilities and issuances of debt and equity securities, or other financing arrangements. 

Divestitures 

On August 24,1999, our Board ofDirectors approved a plan of divestiture for out public services businesses, which 
include gas, electric and water and wastewater businesses. The proceeds from the sales of these public services businesses 
will be used to partially fund the telephone access line purchases discussed above. 

Currently, we have agreements to sell all our water and wastewater operations, one of our electric operations and one 
of our natural gas operations. The proceeds from these agreements will include approximately $1,470,000,000 in cash 
plus the assumption of certain liabilities. These agreements and the status of each transaction are described as follows: 

On October 18, 1999, we announced the agreement to sell our water and wastewater operations to American Water 
Works, Inc. for $745,000,000 in cash and $90,000,000 ofassumed debt. This transaction is currently expected to 
close in the second half of 2001 following regulatory approvals. 

On February 15, 2000, we announced that we had agreed to sell our electric utility operations. The Arizona and 
Vermont electric divisions were under contract to be sold to Cap Rock Energy C o p .  (Cap Rock). Cap Rock has 
failed to raise the required financing and obtain the required regulatory approval necessary to meet its obligations 
under the contract for sale. The agreement with Cap Rock was terminated on March 7, 2001. It is our intention to 
pursue the disposition of the Vermont and Arizona electric divisions with alternative buyers. In August 2000, the 
HPUC denied the initial application requesting approval of the purchase of our Kauai electric division by the 
Kauai Island Electric Co-op for $270,000,000 in cash including the assumption of certain liabilities. We are 
considering a variety of options, including the filing of a request for reconsideration of the decision, which may 
include the filing of a new application. 

On April 13,2000, we announced the agreement to sell our Louisiana Gas operations to Atmos Energy Corporation 
for $365,000,000 in cash plus the assumption of certain liabilities. This transaction is expected to close in the first 
half of 2001 following regulatory approvals. 

G e n e r a l  

Order backlog is not a significant consideration in our businesses and we have no contracts or subcontracts, which 
may be subject to renegotiations of profits or termination at the election of the Federal government. We hold franchises 
from local governmental bodies, which are of varying duration. We also hold Certificates granted by various state 
commissions, which are generally of indefinite duration. We have no special working capital practices, and our research 
and development activities are not material. We hold no patents, trademarks, licenses or concessions that are material. 
We had approximately 7,191 employees, of whom 6,840 were associated with continuing operations and 351 were 
associated with discontinued operations, at December 31, 2000. We consider our relations with our employees to be 
good. 
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d. Financial Information About Foreign and Domestic Operations and Export Sales 

In 1995, we made an initial investment in and entered into definitive agreements with Hungarian Telephone and 
Cable C o p  (HTCC). The investment in HTCC had declined in value during 1998 and in the fourth quarter of 1998 
management determined that the decline was other than temporary. As a result, we recognized a loss of $31,900,000 in 
the HTCC investment in Other income (loss), net in the 1998 statements of income and comprehensive income. 

In May 1999, in connection with HTCC's debt restructuring, we cancelled a note obligation from HTCC and a 
seven-year consulting services agreement in exchange for the issuance by HTCC to us of 1,300,000 shares of HTCC 
Common Stock and 30,000 shares of HTCC's 5% convertible preferred stock. Each share of HTCC convertible preferred 
stock has a liquidation value of $70 and is convertible at our option into 10 shares of HTCC Common Stock. 

At December 31,2000, we own approximately 19% ofthe HTCC shares presently outstanding. Our investment in 
HTCC is classified as an available for sale security and accounted for using the cost method of accounting. Additionally, 
we have exercised our right to nominate one member of the Board of Directors of HTCC. 

ITEM 2. PROPERTIES 

We lease our Administrative Office located at 3 High Ridge Park, Stamford, CT 06905. 

The operations support office for the ILEC is located in Legacy Park at 5600 Headquarters Drive, Plano, TX 
75024. This owned facility accommodates approximately 1,100 employees in approximately 250,000 square feet. In 
addition, the ILEC has leased and owned office space in various markets throughout the United States. 

The operations support office for ELI is located at 4400 NE 77rh Avenue, Vancouver, WA 98662. This building is 
owned by ELI and accommodates approximately 700 employees in 98,000 square feet. In addition, ELI has leased local 
office space in various markets throughout the United States, and also maintains a warehouse facility in Portland, 
Oregon. ELI also leases network hub and network equipment installation sites in various locations throughout the areas 
in which ELI provides services. 

The ILEC and ELI own property including, but not limited to: telecommunications outside plant, central office, 
fiber-optic and microwave radio facilities. (See description of business for listing of locations). We believe that 
substantially all of our existing properties are in good condition and are suitable for the conduct of our business. 

ITEM 3. LEGAL PROCEEDINGS 

In November 1995, our Vermont electric division was permitted an 8.5% rate increase. Subsequently, the Vermont 
Public Service Board (VPSB) called into question the level of rates awarded us in connection with its formal review of 
allegations made by the Department of Public Service (the DPS), the consumer advocate in Vermont and a former 
Citizens employee. The major issues in this proceeding involved classification of certain costs to property, plant and 
equipment accounts and our Demand Side Management program. In addition, the DPS believed that we should have 
sought and received regulatory approvals prior to construction of certain facilities in prior years. On June 16, 1997, the 
VPSB ordered us to reduce our rates for Vermont electric service by 14.65% retroactive to November 1, 1995 and to 
refund to customers, with interest, all amounts collected since that time in excess of the rates then authorized by the 
VPSB. In addition, the VPSB assessed statutory penalties totaling $60,000 and placed us on regulatory probation for a 
period of at least five years. During this probationary period, we could lose our franchise to operate in Vermont if we 
violate the terms of probation prescribed by the VPSB. The VPSB prescribed final terms of probation in its final order 
issued September 15, 1998. In October 1998, we filed an appeal in the Vermont Supreme Court challenging certain of 
the penalties imposed by the VPSB. On December 15, 2000, the Vermont Supreme Court denied our appeal and 
affirmed all penalties imposed by the VPSB. 

In August 1997, a lawsuit was filed in the United States District Court for the District of Connecticut (Leventhal 
vs. Tow, et al.) against us and five of our then existing officers, one of whom is also a director, on behalf of all persons who 
purchased or otherwise acquired Series A and Series B shares of our Common Stock between September 5, 1996 and 
July 11,1997, inclusive. On February 9,1998, the plaintiffs filed an amended complaint. The complaint alleged that we 
and the individual defendants, during such period, violated Sections 10(b) and 20(a) of the Securities Exchange Act of 
1934 based upon certain public statements made by us, which are alleged to be materially false or misleading, or are 
alleged to have failed to disclose information necessary to make the statements made not false or misleading. The 
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plaintiffs sought to recover unspecified compensatory damages. We and the individual defendants believe the allegations 
are unfounded and filed a motion to dismiss on March 27, 1998 and on March 30, 1999 the Court dismissed the action. 
On April 29, 1999 the plaintiffs filed a notice of appeal with the Court of Appeals for the Second Circuit. The parties 
have entered into a settlement stipulation, which was approved by the District Court on January 31, 2001. Under the 
terms of the settlement, we have agreed, without any admission of guilt or responsibility, to pay $2.5 million to injured 
class members in full and final settlement of all claims. The entire amount of the settlement is covered by one or more of 
our insurance policies. 

In March 1998, a lawsuit was filed in the United States District Court for the District of Connecticut (Ganino vs. 
Citizens Utilities Company, et al.), against us and three of our then existing officers, one of whom is also a director, on 
behalf of all purchasers of our Common Stock between May 6, 1996 and August 7, 1997, inclusive. The complaint 
alleges that we and the individual defendants, during such period, violated Sections 10(b) and 20(a) of the Securities 
Exchange Act of 1934 by making materially false and misleading public statements concerning our relationship with a 
purported affiliare, Hungarian Telephone and Cable Corp. (HTCC), and by failing to disclose material information 
necessary to render prior statements not misleading. The plaintiff seeks to recover unspecified compensatory damages. 
We and the individual defendants believe that the allegations are unfounded and filed a motion to dismiss. The plaintiff 
requested leave to file an amended complaint and an amended complaint was served on us on July 24, 1998. Our motion 
to dismiss the amended complaint was filed on October 13, 1998 and the Court dismissed the action with prejudice on 
June 28, 1999. The plaintiffs filed a notice of appeal with the Court of Appeals for the Second Circuit, briefing has been 
completed and oral argument took place April 10,2000. The parties have entered into a settlement stipulation, which is 
subject to the District Court’s approval. Under the terms of the proposed settlement, we have agreed, without any 
admission of guilt or responsibility, to pay $2.5 million to injured class members in full and final settlement of all 
claims. The entire amount of the proposed settlement is covered by one or more of our insurance policies. 

In November 1998, a class action lawsuit was filed in state District Court for Jefferson Parish, Louisiana, against 
our subsidiary, LGS Natural Gas Company, and us. The lawsuit alleged that we and the other named defendants passed 
through in rates charged to Louisiana customers certain costs that plaintiffs contend were unlawful. The lawsuit sought 
compensatory damages in the amount of the alleged overcharges and punitive damages equal to three times the amount 
ofany compensatory damages, as allowed under Louisiana law. In addition, the Louisiana Public Service Commission had 
opened an investigation into the allegations raised in the lawsuit. Without admitting any wrongdoing, we agreed to 
refund customers a total of $27 million, which represents amounts collected through our purchase gas adjustment 
clause, including interest for the period 1992-1997. In addition, we agreed to pay attorneys’ fees to counsel representing 
the class action plaintiffs in both the lawsuit and the Commission investigation. The Louisiana Public Service 
Commission approved an agreement to settle both the Commission investigation and the class action lawsuit and 
concluded its investigation by order dated December 13, 2000. The District Court approved the settlement agreement 
and entered its order dismissing the class action on January 4, 2001. 

In addition, we are party to other proceedings arising in the normal course of business. The outcome of individual 
matters is not predictable. However, we believe that the ultimate resolution of all such matters, including those 
discussed above, after considering insurance coverage, will not have a material adverse effect on our financial position, 
results of operations, or our cash flows. 

ITEM 4. SUBMISSION OF MATTERS TO VOTE OF SECURI’JT HOLDERS 

None in fourth quarter 2000. 
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E x e c l r t i v e  O f f i c e r s  

Information as to Executive Officers of the Company as of March 1, 2001 follows: 

Name Age Current Position a n d  Office 

Leonard Tow. . . . . . . . . . . . . . . 
Rudy J. Graf . . . . . . . . . . . . . . 

Scott N. Schneider . . . . . . . . . . . 

Donald B. Armour. . . . . . . . . . . 
Robert Braden . . . . . . . . . . . . . 
John H.’Casey, I11 . . . . . . . . . . . 
Michael G. Harris . . . . . . . . . . . 
Edward 0. Kipperman . . . . . . . . 
Robert J. Larson . . . . . . . . . . . . 
L. Russell Mitten . . . . . . . . . . . . 
Richard Reice . . . . . . . . . . . . . . 
Livingston E. Ross . . . . . . . . . . . 
Steven D. Ward. . . . . . . . . . . . . 
Michael Zarella . . . . . . . . . . . . . 

72 
52 

43 

5 3  
5 5  
44 
54 
49 
41 
49 
41 
52 
34 
41 

Chairman of the Board and Chief Executive Officer 
Vice Chairman of the Board, President and Chief Operating Officer, 
and Director 
Vice Chairman of the Board, Executive Vice President, Chairman of 
Citizens Capital Ventures and Director 
Vice President, Finance and Treasurer 
Vice President and Chief Operating Officer, Electric Lightwave Sector 
Vice President and Chief Operating Officer, ILEC Sector 
Vice President, Engineering and New Technology 
Vice President, Tax 
Vice President and Chief Accounting Officer 
Vice President, General Counsel and Secretary 
Vice President, Human Resources, Labor and Employment Law 
Vice President, Reporting and Audit 
Vice President, Information Technology 
Vice President, Corporate Development 

There is no family relationship between any of the officers of Citizens. The term of office of each of the foregoing 
officers of Citizens will continue until the next annual meeting of the Board of Directors and until a successor has been 
elected and qualified. 

L E  0 N A R D T 0 W has been associated with Citizens since April 1989 as a Director. In June 1990, he was elected Chairman of the Board and 
Chief Executive Officer. He was also Chief Financial Officer from October 1991 through November 1997. He was a Director and Chief Executive 
Officer of Century Communications Corp. from its incorporation in 1973 and Chairman of its Board of Directors from October 1989 until 
October 1999. He is Director of Hungarian Telephone and Cable Corp., Chairman of the Board of Electric Lightwave, Inc. and is a Director of the 
United States Telephone Association. 

R u DY J . G R A F has been associated with Citizens since September 1999. In February 2001, he was elected Vice Chairman of the Board. In 
July 2000, he was elected Director of Citizens. He is currently Vice Chairman of the Board, Director, President and Chief Operating Officer of 
Citizens. He is also Director and Chief Executive Officer of Electric Lightwave, Inc. Prior to joining Citizens, he was Director, President and Chief 
Operating Officer of Centennial Cellular Corp. and Chief Executive Officer of Centennial DE Puerto Rico from November 1990 to August 1999. 

S C 0 T T N . s C H N E ID E R has been associated with Citizens since October 1999. In February 2001, he was elected Vice Chairman of the 
Board. In July 2000, he was elected Director ofcitizens. He is currently Vice Chairman of the Board, Director and Executive Vice President of Citizens 
and Chairman of Citizens Capital Ventures, a wholly owned subsidiary of Citizens. He is currently Director and Executive Vice President of Electric 
Lightwave, Inc. Prior to joining Citizens, he was Director (from October 1994 to October 1999), Chief Financial Officer (from December 1996 to 

October 1999). Senior Vice President and Treasurer (from June 1991 to October 1999) of Century Communications Corp. He also served as Director, 
Chief Financial Officer, Senior Vice President and Treasurer of Centennial Cellular from August 1991 to October 1999. 

D 0 N A L D A R M 0 U R has been associated with Citizens since October 2000. He is currently Vice President, Finance and Treasurer. He also 
currently serves as Vice President and Treasurer of Electric Lightwave, Inc. Prior to joining Citizens, he was the Treasurer of the cable television 
division of Time Warner Inc. from January 1994 to’ September 2000. He was also Assistant Treasurer from August 1992 to January 1994. From 
August 1991 to March 1992, he was a consultant to the health care industry. 

R 0 B E R T  B R A D  E N  has been associated with Citizens since November 1999. In January 2001, he was elected President, Chief Operating 
Officer and Director of Electric Lightwave, Inc. He was also Vice President Business Development of Citizens from February 2000 to January 2001. 

Prior to joining Citizens, he was Vice President, Business Development at Century Communications Corp. from January 1999 to October 1999. He 
was Senior Vice Ptesident, Business Development at Centennial Cellular Corp. from June 1996 to January 1999 and held other officer positions with 
Centennial since November 1993. 
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J 0 H N H . c A s E Y , 11 I has been associated with Citizens since November 1999. He is currently Vice President of Citizens and Chief 
Operating Officer of the ILEC Sector. Prior to joining Citizens, he was Vice President, Operations fromJanuary 1995 to January 1997 and then Senior 
Vice President, Administration of Centennial Cellular until November 1999. 

M I C H A E L  G . H A  R R Is has been associated with Citizens since December 1999. He is currently Vice President, Engineering and 
New Technology. Prior to joining Citizens, he was Senior Vice President, Engineering of Centennial Cellular from August 1991 to December 1999. 
He was also Senior Vice President, Engineering of Century Communications Corp. from June 1991 to October 1999. 

E D W A R D 0 .  K I P P E R M A  N has been associated with Citizens since February 1985. He is currently Vice President, Tax. He was Assistant 
Treasurer from June 1989 to September 1991. 

R 0 B E R T J . L A  R S 0 N has been associated with Citizens since July 2000. He is currently Vice President and Chief Accounting Officer of 
Citizens and of Electric Lightwave, Inc. Prior to joining Citizens, he was Vice President and Controller of Century Communications Corp. from 
October 1994 to October 1999. He was also Vice President, Accounting and Administration of Centennial Cellular from March 1995 to 
October 1999. 

L .  R u S s  E L L  M 1 T T E  N has been associated with Citizens since June 1930. He is currently Vice President, General Counsel and Secretary. 
He was Vice President, General Counsel and Assistant Secretary from June 1991 to September 2000. He was General Counsel until June 1991. 

R I C  H A R D R E I C E was elected Citizens Vice President, Human Resources, Labor and Employment Law in June 2000. Previously, he had 
been a shareholder in the law firm ofGreeoberg Traurig in its New York City office since June 1999. Prior to joining Greenberg Traurig, he worked for 
Citizens as the Associate General Cnunsel for Labor and Employment Law. 

L I V I N G S T 0 N E . R 0 S S has been associated with Citizens since August 1977. He is currently Vice President, Reporting and Audit. He 
was Vice President and Chief Accounting Officer from December 1999 to July 2000 and Vice President and Controller from December 1991 to 

December 1999. 

S T E V E  N D . W A R D has been associated with Citizens since January 2000 and was elected Vice President, Information Technology in 
February 2000. Prior to joining Citizens. he was Vice President, Information Systems for Century Communications Corp. from June 1996 to 
December 1999 and Director, Information Services from March 1991 to June 1996. 

M I  C H A E I. Z A  R E L L A  has been associated with Citizens since December 1999. He was elected Vice President, Corporate Development in 
October 2000. Prior to joining Citizens, he was Group Vice President of Finance for Century Communications Corp. from June 1996 to 
December 1999 and Director, Financial Analysis from October 1990 to June 1996. 



P A R T  I 1  

ITEM 5. MARKET FOR THE REGISTRANT’S COMMON EQUITY AND RELATED STOCKHOLDER 
MATTERS 

Price Range of Common Stock 

Our Common Stock is traded on the New York Stock Exchange under the symbol CZN. The following table 
indicates the high and low prices per share as taken from the daily quotations published in The Wallstreet Journal during 
the periods indicated. 

2000 1999 
High Low Htgh Low 

First quarter . . . . . . . . . . . . . . . . . . . . . . . . .  $17.06 $13.75 $ 8.50 $ 7.25 
’ Second quarter . .  . . . . . . . . . . . . . . . . . . . . . .  $18.00 $14.31 $11.50 $ 7.67 

Third quarter. . . . . . . . . . . . . . . . . . . . . . . . .  $19.00 $13.00 $12.44 $10.88 
Fourth quarter. . . . . . . . . . . . . . . . . . . . . . . .  $15.31 $12.50 $14.31 $10.74 

As of February 28, 2001, the approximate number of record security holders of our Common Stock was 37,753. 
This information was obtained from our transfer agent. 

Dividends 

The amount and timing of dividends payable on Common Stock are within the sole discretion of our Board of 
Directors. Our Board of Directors discontinued the payment of dividends after the payment of the December 1778 stock 
dividend. 

Recent Sales of Unregistered Securities, Use of Proceeds From Registered Securities 

None 

ITEM 6. SELECTED FINANCIAL DATA 

Year Ended December 31. 

2000 I999 I998  I997  I996 

($ t n  thouJandJ, except per share amounts) 

Revenue‘” . . . . . . . . . . . . . . . . . . . . . .  $1,802,358 $1,578,236 $1,448,588 $1,303,701 $1,2 18,222 
Income (loss) from continuing operations 

before cumulative effect of change in 
accounting principle . . . . . . . . . . . . .  $ (40,071) $ 136,577 $ 46,444 $ 2,066 $ 160,483 

Net income (loss). . . . . . . . . . . . . . . . .  $ (28,374) $ 144,486 $ 57,060 $ 10,100 $ 178,660 
Basic income (loss) per share of Common 

Stock from continuing operations before 
cumulative effect of change in 
accounting principle . . . . . . . . . . . . .  $ (0.15) $ 0.52 $ 0.18 $ 0.01 $ 0.61 

Basic net income (loss) per common 

Stock dividends declared on Common 
share‘*’ . . . . . . . . . . . . . . . . . . . . . .  $ (0.11) $ 0.55 $ 0.22 46 0.04 $ 0.68 

Stock(3’ . . . . . . . . . . . . . . . . . . . . . .  - _. 3.03% 5.30% 6.56% 

As of December 31, 
2000 I999  I998  1997 I996 

Total assets . . . . . . . . . . . . . . . . . . . . .  $6,755,006 $5,771,745 $5,292,732 $4,872,852 $4,523,148 
Long-term debt . . . . . . . . . . . . . . . . . .  $3,062,287 $2,107,460 $1 $1 7,5 5 5 $1,627,388 $1,454,42 1 
Shareholders’ equity . . . . . . . . . . . . . . .  $1,720,001 $1,919,935 $1,792,771 $1,679,211 $1,678,183 

(1 )  Represents revenue from contlnlung operations. 
(2) 1997 and 1996 are adjusted for subsequent stock divldends. 
(3) Compounded annual rate of quarterly stock dividends. 
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ITEM 7.  MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND 
RESULTS OF OPERATIONS 

This annual report on Form 10-K contains forward-looking statements that are subject to risks and uncertainties 
that could cause actual results to differ materially from those expressed or implied in the statements. Statements that are 
not historical facts are forward-looking statements made pursuant to the Safe Harbor Provisions of the Litigation Reform 
Act of 1995. In addition, words such as “believes”, “anticipates”, “expects” and similar expressions are intended to 
identify “forward-looking statements”. Forward-looking statements (including oral representations) are only predictions 
or statements of current plans, which we review continuously. Forward-looking statements may differ from actual future 
results due to, but not limited to, any of the following possibilities: 

Our ability to timely consummate our pending acquisitions and effectively manage our growth including, but 
not limited to, the integration of newly acquired operations into our operations and otherwise monitor our 
bperations, costs, regulatory compliance and service quality; 

Our ability to divest our public services businesses; 

Our ability to successfully introduce new product offerings on a timely and cost effective basis including, but not 
limited to, our ability to offer bundled service packages on terms attractive to our customers and our ability to 
offer second lines and enhanced services to markets currently under-penetrated; 

Our ability to expand through attractively priced acquisitions; 

Our ability to identify future markets and successfully expand existing ones; 

Our ability to obtain new financing on favorable terms; 

The effects of greater than anticipated competition requiring new pricing, marketing strategies or new product 
offerings and the risk that we will not respond on a timely or profitable basis; 

ELI’S ability to complete a public or private financing that would provide the funds necessary to finance its cash 
requirements; 

The effects of rapid technological changes including, but not limited to, the lack of assurance that our ongoing 
network improvements will be sufficient to meet or exceed the capabilities and quality of competing networks; 

The effects of changes in regulation in the telecommunications industry as a result of the 1996 Act and other 
similar federal and state legislation and regulation; 

The future applicability of Statement of Financial Accounting Standard No. 71, “Accounting for Certain Types 
of Regulation” to certain of our ILEC subsidiaries; 

The effects of more general factors including, but not limited to, changes in economic conditions; changes in the 
capital markets; changes in industry conditions; changes in our credit rating; and changes in accounting policies 
or practices adopted voluntarily or as required by generally accepted accounting principles. 

You should consider these important factors in evaluating any statement in this Form 10-K or otherwise made by 
us or on our behalf. The following information should be read in conjunction with the consolidated financial statements 
and related notes included in this report. We have no obligation to update or revise these forward-looking statements. 

LIQUIDITY A N D  CAPITAL RESOURCES 

For the year ended December 3 1,2000, we used cash flow from operatlons and proceeds from net financings to fund 
capital expenditures and acquisitions. 

We have available lines of credit with financial institutions in the amounts of $5.7 billion, with associated facility 
fees of 0.10% per annum and $450 million with no associated facility fees. These lines of credit expire on October 26, 
2001 and provide us with one-year term-out options. These credit facilities are in addition to credit commitments under 
which we may borrow up to $200 million, with assoclated facility fees of 0.12% per annum, which expire on 
December 16, 2003. As of December 31, 2000, there was $765 million outstanding under the $5.7 billion credit 
facility, as well as $109 million in commercial paper backed by the $5.7 billion credit facility. We intend to raise capital 
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through public or private debt or equity financings, or other financing arrangements to replace a portion of this 
indebtedness. 

ELI has $400 million of committed revolving lines of credit with commercial banks, which expire November 21, 
2002, under which it has borrowed $400 million at December 31,2000. The ELI credit facility has an associated facility 
fee of 0.08% per annum. We have guaranteed all of ELIS obligations under these revolving lines of credit. 

We have committed to continue to finance ELI’S cash requirements until the earlier of the completion of a public or 
private financing which would provide the funds necessary to support their cash requirements. We extended a revolving 
credit facility to ELI for $450 million with an interest rate of 15% and a final maturity of October 30, 2005. Funds of 
$260 million for general corporate purposes are available to be drawn until March 31,2002. The remaining balance may 
be drawn by ELI to pay interest expense due under the facility. In 2000, we advanced $38 million to ELI. 

InJune, August and November 2000, we completed the purchase of approximately 62,200, 142,400 and 112,900 
telephone access lines (as of December 3 1, 2000) in Nebraska, Minnesota, and Illinois/Wisconsin, respectively, from 
Verizon. These transactions totaled approximately $205 million, $439 million and $304 million, respectively, and were 
funded from direct drawdowns on our credit line, commercial paper issuances and proceeds from sales of investments. 

In October 2000, we completed the purchase of approximately 17,000 telephone access lines (as of December 3 1, 
2000) in North Dakota from Qwest. This transaction totaled approximately $38 million and was funded from 
commercial paper issuances. 

In June 2000, we arranged for the issuance of $19.6 million of 2000 Series special purpose revenue bonds as money 
market bonds with an initial interest rate of 4.6% and a maturity date of December 1,2020. The proceeds were used to 
fund andlor pre-fund expenditures for construction, extension, improvement and purchase of facilities of the gas division 
in Hawaii. 

In August and October 2000, one of our subsidiaries, Citizens Utilities Rural Company, was advanced $.3 million 
and $2.7 million, respectively, under its Rural Utilities Services Loan Contract. The initial interest rate on the advances 
was 5.78% with an ultimate maturity date of November 1, 2016. 

At December 31,2000, we have classified $150 million of debentures as long term debt due within one year on our 
balance sheet. Of this amount, $50 million will mature on September 1,2001 and $100 million is redeemable at par at 
the option of the holders on October 1, 2001. 

We have budgeted approximately $750 million for our 2001 capital projects, including approximately 
$654 million for ILEC and ELI and approximately $96 million for public services. We anticipate that the funds 
necessary for our 2001 capital expenditures will be provided from operations and from advances of Rural Utilities Service 
loan contracts. If required, we may use funding from additional sources: commercial paper notes payable, debt, equity 
and other financing at appropriate times and borrowings under bank credit facilities. Capital expenditures for 
discontinued operations and assets held for sale will also be funded through requisitions of Industrial Development 
Revenue Bond construction ‘fund trust accounts and from parties desiring utility service. Upon disposition, we will 
receive reimbursement of certain 1999 and 2000 actual capital expenditures and certain 2001 budgeted capital 
expenditures pursuant to the terms of each respective sales agreement. 

Acquisitions 

From May 27,1999 through July 12,2000 we entered into several agreements to acquire approximately 2,034,700 
telephone access lines (as of December 31, 2000) for approximately $6,471,000,000 in cash. These transactions have 
been and will be accounted for using the purchase method of accounting. The results of operations of the acquired 
properties have been and will be included in our financial statements from the dates of acquisition of each property. 
These agreements and the status of each transaction are described as follows: 

On May 27, September 21, and December 16, 1999, we announced definitive agreements to purchase from Verizon 
approximately 381,200 telephone access lines (as of December 3 1, 2000) in Arizona, California, Illinois/Wisconsrn, 
Minnesota and Nebraska for approximately $1,171,000,000 in cash. These acquisitions are subject to various state 
and federal regulatory approvals. On June 30, 2000, we closed on the Nebraska purchase of approximately 62,200 
telephone access lines for approximately $205,000,000 in cash. On August 31,2000, we closed on the Minnesota 
purchase of approximately 142,400 telephone access lines for approximately $439,000,000 in cash. On 



November 30,2000, we closed on the Illinois/Wisconsin purchase of approximately 112,900 telephone access lines 
for approximately $304,000,000 in cash. We expect that the remainder of the Verizon transactions will close on a 
state-by-state basis in the first half of 2001. 

On June 16,1999, we announced a series of definitive agreements to purchase from Qwest approximately 556,800 
telephone access lines (as of December 31, 2000) in Arizona, Colorado, IdahoNCiashington, Iowa, Minnesota, 
Montana, Nebraska, North Dakota and Wyoming for approximately $1,650,000,000 in cash and the assumption 
of certain liabilities. On October 31, 2000, we closed on the North Dakota purchase of approximately 17,000 
telephone access lines for approximately $38,000,000 in cash. We expect that the remainder of the Qwest 
acquisitions, which are subject to various state and federal regulatory approvals, will occur on a state-by-state basis 
by the end of the first quarter of 2002. 

On July 12, 2000, we announced a definitive agreement to purchase from Global 100% of the stock of Frontier 
Corb., which owns approximately 1,096,700 telephone access lines (as of December 31,2000) in AlabamdFlorida, 
Georgia, Illinois, Indiana, Iowa, Michigan, Minnesota, Mississippi, New York, Pennsylvania and Wisconsin, for 
approximately $3,650,000,000 in cash. We expect that this transaction, which is subject to various state and 
federal regulatory approvals, will be completed in the second half of 2001. 

We have and/or expect to temporarily fund these telephone access line purchases with cash and investment 
balances, proceeds from commercial paper issuances, backed by the credit commitments, and borrowings under lines of 
credit, as described in the Liquidity and Capital Resource section above. Permanent funding is expected to include, but 
not be limited to, cash and investment balances, the proceeds from the divestiture of our public services businesses, 
direct drawdowns from certain of the credit facilities and issuances of debt and equity securities, or other financing 
arrangements. 

Divestitures 

On August 24, 1999, our Board of Directors approved a plan of divestiture for our public services businesses, which 
include gas, electric and water and wastewater businesses. The proceeds from the sales of these public services businesses 
will be used to partially fund the telephone access line purchases discussed above. 

Currently, we have agreements to sell all our water and wastewater operations, one of our electric operations and one 
of our natural gas operations. The proceeds from these agreements will include approximately $1,470,000,000 in cash 
plus the assumption of certain liabilities. These agreements and the status of each transaction are described as follows: 

On October 18,1999, we announced the agreement to sell our water and wastewater operations to American Water 
Works, Inc. for $745,000,000 in cash and $90,000,000 of assumed debt. These transactions are currently expected 
to close in the second half of 2001 following regulatory approvals. 

On February 15, 2000, we announced that we had agreed to sell our electric utility operations. The Arizona and 
Vermont electric divisions were under contract to be sold to Cap Rock Energy Corp. (Cap Rock). Cap Rock has 
failed to raise the required financing and obtain the required regulatory approval necessary to meet its obligations 
under the contract for sale. The agreement with Cap Rock was terminated on March 7,2001. It is our intention to 
pursue the disposition of the Vermont and Arizona electric divisions with alternative buyers. In August 2000, the 
HPUC denied the initial application requesting approval of the purchase of our Kauai electric division by the 
Kauai Island Electric Co-op for $270,000,000 in cash including the assumption of certain liabilities. We are 
considering a variety of options, including filing a request for reconsideration of the decision, which may include 
filing a new application. 

On April 13,2000, we announced the agreement to sell our Louisiana Gas operations to Atmos Energy Corporation 
for $365,000,000 in cash plus the assumption of certain liabilities. This transaction is expected to close in the first 
half of 2001 following regulatory approvals. 

Discontinued operations in the consolidated statements of income (loss) and comprehensive income (loss) reflect 
the results of operations of the water and wastewater properties including allocated interest expense for the periods 
presented. Interest expense was allocated to the discontinued operations based on the outstanding debt specifically 
identified with these businesses. The long-term debt presented in liabilities of discontinued operations represents the 
only liability to be assumed by the buyer pursuant to the water and wastewater asset sale agreements. 
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In 1999, we initially accounted for the planned divestiture of all the public services properties as discontinued 
operations. As of December 31, 2000, we do not have agreements to sell our entire gas and electric segments. 
Consequently, in the third and fourth quarters of 2000, we reclassified all of our gas and electric assets and their related 
liabilities to “assets held for sale” and “liabilities related to assets held for sale”, respectively, we also reclassified the 
results of these operations into their original income statement captions as part of continuing operations and reclassified 
the 1999 balance sheet to conform to the current presentation. Additionally, because both our gas and electric operations 
are expected to be sold at a profit, we ceased to record depreciation expense on the gas assets effective October 1, 2000 
and on the electric assets effective January 1, 2001. We are continuing to actively pursue buyers for our remaining gas 
and electric businesses. 

Share Purchase Program 

In December 1999, our Board of Directors authorized the purchase of up to $100,000,000 worth of shares of our 
common stock. This share purchase program was completed in early April 2000 and resulted in the acquisition or 
contract to acquire approximately 6,165,000 shares of our common stock. Of those shares, 2,500,000 shares were 
purchased for approximately $40,959,000 in cash and we entered into equity forward contracts for the acquisition of the 
remaining 3,665,000 shares. 

In April 2000, our Board of Directors authorized the purchase of up to an additional $100,000,000 worth of shares 
of our common stock. This share purchase program was completed in July 2000 and resulted in the acquisition or 
contract to acquire approximately 5,927,000 shares of our common stock. Of these shares, 452,000 shares were 
purchased for approximately $8,250,000 in cash and we entered into equity forward contracts for the acquisition of the 
remaining 5,475,000 shares. 

In addition to our share purchase programs described above, in April 2000, our Board of Directors authorized the 
purchase of up to $25,000,000 worth of shares of Class A common stock of ELI, our 85% owned subsidiary, on the open 
market or in negotiated transactions. This ELI share purchase program was completed in August 2000 and resulted in 
the acquisition of approximately 1,288,000 shares of ELI common stock for approximately $25,000,000 in cash. In 
August 2000, our Board of Directors authorized the purchase of up to an additional 1,000,000 shares of ELI on the open 
market or in negotiated transactions. The second ELI share purchase program was completed in September 2000 and 
resulted in the acquisition of approximately 1,000,000 shares of ELI common stock for approximately $13,748,000 
in cash. 

Regulatory Environment 

On October 19, 1999, we entered into an agreement with the Staff and Consumer Advocate Division of the West 
Virginia Public Service Commission to continue our incentive regulation plan through 2002. Under this agreement, we 
agreed to reduce access rates beginning July 1, 2000 and other service rates beginning February 28, 2000 by a total of 
$2.9 million annually. In return, we will be free ofearnings regulation for three years, commencing January 1,2000, and 
have some pricing flexibility for non-basic services. 

During the past year the decrease in the availability of power in certain areas of the country has caused power supply 
costs to increase substantially, forcing companies to pay higher operating costs to operate their electric businesses. As a 
result, companies have attempted to offset these increased costs by either renegotiating prices with their power suppliers 
or passing these additional costs on to their customers through a rate proceeding. In Arizona, we are currently disputing 
excessive power costs charged by our power supplier in the amount of approximately $57 million through December 31, 
2000. We are allowed to recover these charges from ratepayers through the Purchase Power Fuel Adjustment clause. In 
an attempt to limit “rate shock to our customers, we have requested that this deferred amount, plus interest, be 
recovered over a three-year period. As a result, we have deferred these costs on the balance sheet in anticipation of 
recovering certain amounts either through renegotiations or through the regulatory process. 

In the fourth quarter of 2000, we settled a proceeding with the Louisiana Public Service Commission. As a result, 
our Louisiana Gas Service subsidiary refunded approximately $27 million to ratepayers during the month of 
January 2001. The refund was effected as a credit on customers’ bills. The entire refund represents amounts that had 
been collected by us through our purchase adjustment clause, plus interest, for the period 1992 - 1997and was recorded 
by us in the fourth quarter of 2000 as a reduction to revenue. Related legal fees of approximately $2.7 million were also 
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recorded in that period. The Louisiana Gas Service business is to be sold to Atmos Energy Co. and the sale is expected to 
close in the first half of 2001 following regulatory approval. 

For interstate services regulated by the FCC, we have elected a form of incentive regulation known as price caps. 
Under price caps, interstate access rates are capped and adjusted annually by the difference between the level of inflation 
and aproductivity factor. Most recently the productivity factor was set at 6.5%. Given the relatively low inflation rate in 
recent years, interstate access rates have been adjusted downward annually. In May 2000, the FCC adopted a revised 
methodology for regulating the interstate access rates of price cap companies for the next five years. The new program, 
known as the CALLS plan, establishes a price floor for interstate-switched access services and phases out many of the 
subsidies in interstate access rates. Though end-user charges and an expanded universal service program will continue to 
benefit rural service providers such as our ILEC, they will also offset much of the reduction in interstate access rates. 
Annual adjustments based on the difference between inflation and the 6.5% productivity factor will continue for several 
years unfil the price floor for interstate switched access services is reached. 

Certain of our ILEC operations and all of our public services operations are subject to the provisions of Statement of 
Financial Accounting Standards (SFAS) No. 71, “Accounting for the Effects of Certain Types of Regulation”. For these 
entities, the actions of a regulator can provide reasonable assurance of the existence of an asset or impose a regulatory 
liability. These regulatory assets and liabilities are required to be reflected in the balance sheet in anticipation of future 
recovery through the ratemaking process. 

Our consolidated balance sheet as of December 3 1,2000 included regulatory assets of approximately $62.0 million 
and regulatory liabilities of approximately $4.1 million associated with our local exchange telephone operations. The 
remainder of the regulatory assets and regulatory liabilities on the balance sheet are associated with assets and liabilities 
held for sale and discontinued operations. In addition, property, plant and equipment for the properties subject to 
SFAS 7 1 have been depreciated using the straight-line method over plant lives approved by regulators. Such depreciable 
lives may exceed the lives that would have been used if we did not operate in a regulated environment. 

SFAS No. 101 “Regulated Enterprises Accounting for the Discontinuance of Application of SFAS No. 71” specifies 
the accounting required when the regulated operations of an enterprise are no longer expected to meet the provisions of 
SFAS 71 in the future due to changes in regulations, competition and the operations of regulated entities. SFAS 101 
would require the write-off of a portion of our regulatory assets and liabilities as a net non-cash charge or credit to 
income, if i t  were determined that the conditions requiring the use of SFAS 71 no longer apply in the future. SFAS 101 
further provides that the carrying amount of property, plant and equipment would be adjusted to reflect the use of 
shorter depreciation lives only to the extent that the net book value of these assets are impaired. 

The ongoing applicability of SFAS 71 to our regulated telephone operations is continually monitored due to the 
changing regulatory, competitive and legislative environment and the changes that may occur in our future operations as 
we acquire and consolidate our local exchange telephone operations. It is possible that future environmental changes, or 
changes in the demand for our products and services could result in our telephone operations no longer being subject to 
the provisions of SFAS 71. If discontinuation of SFAS 71 becomes appropriate, the accounting may result in a material 
non-cash effect on our results of operations and financial position that can not be estimated at this time. 

New Accounting Pronouncements 

In September 2000, the Emerging Issues Task Force (EITF) issued EITF Issue 00-19, “Determination of Whether 
Share Settlement Is within the Control of the Issuer for Purposes of Applying Issue No. 96-13, Accounting for 
Derivative Financial Instruments Indexed to, and Potentially Settled in, a Company’s Own Stock.” The EITF clarifies 
when financial instruments that are indexed to or potentially settled in a company’s own stock are to be classified as an 
asset or liability and when they are to be classified as equity or temporary equity. The EITF allows for a transition period 
for contracts existing at the date of the consensus and remaining outstanding at June 30,2001 in order to allow time for 
contracts to be modified in order for a company to continue to account for certain contracts as equity after June 30,2001. 

The equity forward contracts do not meet the requirements for presentation within the stockholders’ equity section 
at December 31, 2000. As a result, they have been reflected as a reduction of Stockholders’ equity and a component of 
temporary equity for the gross settlement amount of the contracts. Current accounting rules permit a transition period 
until June 30,2001 to amend the contracts to comply with the requirements for permanent equity presentation. If an 
agreement with the counterparty to the contracts can be reached by June 30, 2001, the current impact of the 
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classification to temporary equity will be reversed and the gross settlement amount will again be presented in permanent 
equity with no adjustment until final settlement. If an agreement with the counterparty cannot be reached by June 30, 
2001, not only will the current impact be reversed as noted above, but we will be required to record the change in fair 
value of the equiry forward from inception to that date as an asset or a liability with the offset recorded as a cumulative 
effect of change in accounting principle with future changes to the fair value recorded in earnings. 

If we were required to apply the guidance required at June 30, 2001, in the accompanying financial statements 
based on the fair value of the contracts as of December 31,2000, it would have reflected a charge as a cumulative effect of 
a change in accounting principle and an offsetting liability of approximately $30 million. 

In June 1998, the Financial Accounting Standards Board (FASB) issued SFAS No. 133, “Accounting for Derivative 
Instruments and Hedging Activities.” This statement establishes accounting and reporting standards for derivative 
instruments and hedging activities and, as amended, is effective for all fiscal quarters of fiscal years beginning after 
June 15; 2000. The statement requires balance sheet recognition of derivatives as assets or liabilities measured at fair 
value. Accounting for gains and losses resulting from changes in the values of derivatives is dependent on the use of the 
derivative and whether it qualifies for hedge accounting. The adoption of SFAS 133 could increase the volatility of 
reported earnings and other comprehensive income in the future. In general, the amount of volatility will vary with the 
level of derivative activities during any period. As of January 1,2001, we have adopted SFAS 133 and have not identified 
any derivative instruments subject to the provisions of SFAS 133. Therefore, SFAS 133 will not have any impact on our 
2001 financial statements upon adoption. 

R e s u l t s  of O p e r a t i o n J  

R E V E N U E  

Consolidated revenue increased $204.1 million, or l3%, in 2000 and $149.6 million, or lo%, in 1999. The 
increase in 2000 was primarily due to the pass-through to customers of the increased cost of gas, electric energy and fuel 
oil purchased as well as ILEC acquisitions and increased ELI revenue. The increase in 1999 was primarily due to 
increased ILEC network access services revenue and ELI revenue. 

I L E C  Revenue 

2000 1999 I998 
Amount % Change Amount % Change Amount 

(J in thousands) 

Network access services . . . . . . . . . . . . . . . . . . . .  $5 13,431 2% $503,634 17% $432,018 
Local network services . . . . . . . . . . . . . . . . . . . . .  314,343 14% 276,468 4% 266,558 
Long distance and data services . . . . . . . . . . . . . . .  83,703 9% 76,495 (21)% 96,584 

. . . . . . . . . . . . . . . . . . . . . . . .  Directory services 32,266 15% 27,939 4% 26,934 
O t h e r . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  62,626 (3)% 64,732 43% 45,352 
Eliminations‘‘’ . . . . . . . . . . . . . . . . . . . . . . . . . .  (42,626) (7)% (46,031) 42% (32,407) 

$963,743 7% $903,237 8% $835,039 

(1) Eliminations represent network access revenue received by our local exchange operarlons from our long distance operations. 

We acquired the Verizon Nebraska access lines on June 30,2000, the Verizon Minnesota access lines on August 3 1, 
2000, the Qwest North Dakota access lines on October 31, 2000 and the Verizon Illinois/Wisconsin access lines on 
November 30, 2000 (collectively referred to as the Acquisitions). These Acquisitions contributed $49.5 million of 
revenue in 2000. 

Network access services revenue increased $9.8 million, or 2%, in 2000 primarily due to the $23.9 million impact 
of the Acquisitions and $15.4 million related to growth in minutes of use and special access revenue. These increases 
were partially offset by a non-recurring $10.4 million interstate universal service fund (USF) settlement received in the 
first quarter of 1999, the effect of CALLS (see Regulatory Environment) of $14.8 million, settlements with long distance 
carriers of $2.3 million in 1999, and the price effect of a July 1999 FCC tariff adjustment of $1.8 million. Network 
access services revenue increased $71.6 million, or 17%, in 1999, primarily due to increased minutes of use, increased 
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special access revenue, a non-recurring $10.4 million interstate USF settlement and a full year of revenue from the 
acquisition of Rhinelander Telecommunications, Inc. (RTI) in November 1998. 

Local network services revenue increased $37.9 million, or 14%, in 2000. The Acquisitions contributed 
$23.8 million, enhanced services increased $6.3 million due to increased demand for these services, access line growth of 
26,000 contributed $5.0 million and frame relay, data and ISDN increased $4.0 million. These increases were partially 
offset by an Extended Area Service revenue phase-out in New York of $3.1 million. Local network services revenue 
increased $9.9 million, or 4%, in 1999 primarily due to business and residential access line growth, increased custom 
calling features and private line sales and the acquisition of RTI. 

Long distance and data services revenue increased $7.2 million, or 9%, in 2000 primarily due to increased Internet 
revenue of $4.0 million and increased remote call forwarding of $2.7 million. Long distance and data services revenue 
decreased $20.1 million, or 21%, in 1999 primarily due to the elimination of long distance product offerings to 
out-of-tirritory customers, partially offset by increased long distance minutes of use by in-territory customers. 

Directory services revenue increased $4.3 million, or 1596, in 2000 primarily due to increased directory advertising 
and listing sales. The Acquisitions contributed $1.0 million to the increase in 2000. Directory services revenue increased 
$1.0 million, or 4%, in 1999 primarily due to the acquisition of RTI and increased advertising revenue. 

Other revenue decreased $2.1 million, or 3%, in 2000 resulting from a decrease in billing and collections revenue 
of $6.4 million and an increase in the reserve for uncollectibles. These decreases were partially offset by increased revenue 
from the Acquisitions of $0.8 million, an increase of $2.8 million in conference call revenue and an increase of 

.3 million in cable revenue. Other revenue increased $19.4 million, or 43%, in 1999 primarily due to increased 
billing and collections revenue, partially offset by the phasing out of certain surcharges resulting from rate case decisions 
in California and New York. 

ELI Revenue 

2000 1999 1998 

Amount % Change Amount % Change Amount 

($ in thousands) 

Network services . . . . . . . . . . . . . . . . . . . . . . . .  $ 77,437 45% $ 53,249 46% $ 36,589 
Local telephone services . . . . . . . . . . . . . . . . . . . .  98,643 27% 77,591 103% 38,169 
Long distance services . . . . . . . . . . . . . . . . . . . . .  16,318 (39)% 26,698 117% 12,309 
Dataservices . . . . . . . . . . . . . . . . . . . . . . . . . . .  51,579 75% 29,470 113% 13,813 

243,977 30% 187,008 85% 100,880 
Intersegment revenue(') . . . . . . . . . . . . . . . . . . . .  (3,185) 13% (2,817) (8)% (3,061) 

$240,792 31% $184,191 88% $ 97,819 

( 1 )  Intersegment revenue reflects revenue received by ELI from our ILEC operations. 

Network services revenue increased $24.2 million, or 45%, in 2000 primarily due to continued growth in our 
network and sales of additional high bandwidth, DS-3 and OC level circuits to new and existing customers. Network 
services revenue increased $16.7 million, or 46%, in 1999 primarily due to the expansion of our network and the sale of 
additional circuits to new and existing customers. 

Local telephone services revenue increased $21.0 million, or 27%, in 2000 and $39.4 million, or 103%, in 1999. 
Local telephone services include dial tone, ISDN PRI, Carrier Access Billings and reciprocal compensation. 

ISDN PRI revenue increased $11.5 million, or 5296, in 2000 and $12.7 million, or 135%, in 1999. Dial tone 
revenue increased $5.6 million, or 41%, in 2000 and $6.9 million, or 101%, in 1999. Increases in revenue for 
both ISDN PRI and dial tone is the result ofan increase in the average access line equivalents of 64,206, or 46%, 
in 2000 and 86,631, or 115%, in 1999. 

Carrier Access Billings revenue decreased $0.3 million, or 4% in 2000 and increased $3.7 million, or 113%, in 
1999. The change is due to an increase in average monthly minutes processed of 15.0 million, or 77%, in 2000 
and 11.2 million, or 133%, in 1999. For 2000, the increase in minutes processed were offset by the effects of 
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lower average rates per minute primarily due to competitive pressures in the markets in which we operate. For 
1999, the increase in minutes processed was only partially offset by lower average rates per minute due to 
competitive pressures in the markets in which we operate. 

Reciprocal compensation revenue increased $4.2 million, or 12%, in 2000 and $16.1 million, or 87%, in 1999. 
The increase for 2000 is due to interconnection agreements being in place with Verizon and PacBell during all of 
2000 that were not in place for all twelve months in 1999, parrially offset by lower rates applicable to new 
interconnection agreements effective January 1, 2000. The increase for 1999 is due to new interconnection 
agreements being in place with Qwest, Verizon and PacBell during parts of 1999 that were not in place at all 
in 1998. 

Long distance services revenue decreased $10.4 million, or 39%, in 2000 and increased $14.4 million, or 117%, in 
1999. Long distance services include retail long distance, wholesale long distance and prepaid services. 

Retail long distance revenue increased $2.3 million, or 35%, in 2000 and $3.6 million, or 117%, in 1999. The 
increase is due to an increase in average monthly minutes processed of 3.1 million, or 47%, in 2000 and 
3.6 million, or 118%, in 1999, partially offset by lower average rates per minute. 

Wholesale long distance revenue increased $0.1 million, or 2%, in 2000 and $2.9 million, or 86%, in 1999. The 
increase is due to an increase in average monthly minutes processed of 0.9 million, or 6%, in 2000 and 
10.3 million, or 174%, in 1999, partially offset by lower average rates per minute. 

Prepaid services revenue decreased $12.8 million, or 93%, in 2000 and increased $7.9 million, or 134%, in 
1999. The decrease in 2000 is due to our decision to exit the prepaid services market in the third quarter of 
1999. The increase in 1999 is primarily due to an increase in minutes processed. 

Dataservices revenue increased $22.1 million, or 75%, in 2000 and $15.6 million, or 113%, in 1999. Data services 
include Internet, RSVP and other services. 

Revenue from our Internet services product increased $6.1 million, or 53%, in 2000 and $6.4 million, or 93%, 
in 1999. Revenue from our RSVP products increased $2.5 million, or 227%, in 2000 and $1.0 million, or 
684%, in 1999. 

Data services revenue also increased $13.2 million, or 200%, in 2000 and $6.6 million, or 10051, in 1999, as the 
result of an 18-month take-or-pay contract with a significant customer that expired on February 28, 2001 and 
which was not renewed. This take-or-pay contract provided $19.8 million in 2000 and $3.3 million in revenue 
for 2001. 

Gas Revenue 

2000 1999 1998 
Amount % Change Amount % Change Amount 

($ zn thousands) 

Gas revenue. . . . . . . . . . . . . . . . . . . . . . . . . . . .  $374,751 22% $306,986 (6)% $325,423 

Gas revenue increased $67.8 million, or 22%, in 2000 primarily due to higher purchased gas costs passed on to 
customers, partially offset by a $27 million settlement of a proceeding with the Louisiana Public Service Commission 
during the fourth quarter of 2000. Gas revenue decreased $18.4 million, or 6%, in 1999 primarily due to lower 
purchased gas costs passed on KO customers and decreased unit sales due to warmer weather conditions. Under tariff 
provisions, increases in our costs of gas purchased are largely passed on to customers. 

E l e c t r i c  Revenue 

2000 1999 1998 
Amount % Change Amount % Change Amount 

($ in  thousands) 

. . . . . . . . . . . . . . . . . . . . . . . . .  7% $190,307 Electric revenue $223,072 9% $203,822 
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Electric revenue increased $19.3 million, or 9%, in 2000 primarily due to higher supplier prices passed on to 
customers and increased consumption. Electric revenue increased $13.5 million, or 7%, in 1999 primarily due to 
increased consumption and customer growth. Under tariff provisions, increases in our costs of electric energy and fuel oil 
purchased are largely passed on to customers. 

During the past year the decrease in the availability of power in certain areas of the country has caused power supply 
costs to increase substantially, forcing companies to pay higher operating costs to operate their electric businesses. As a 
result, companies have attempted to offset these increased costs by either renegotiating prices with their power suppliers 
or passing these additional costs on to their customers through a rate proceeding. In Arizona, we are currently disputing 
excessive power costs charged by our power supplier in the amount of approximately $57 million through December 31, 
2000. We are allowed to recover these charges from ratepayers through the Purchase Power Fuel Adjustment clause. In 
an attempt to limit “rate shock to our customers, we have requested that this deferred amount, plus interest, be 
recovered over a three-year period. As a result, we have deferred these costs on the balance sheet in anticipation of 
recovering certain amounts either through renegotiations or through the regulatory process. 

Cost  o f  Serv ices 

2000 1999 I998 
Amount % Change Amount % Change Amount 

($ in thousands) 

Gas purchased . . . . . . . . . . . . . . . . . . . . . . . . . .  $229,538 50% $152,667 (8)% $166,829 

Network access. . . . . . . . . . . . . . . . . . . . . . . . . .  151,239 (51% 159,454 14% 140,471 
Eliminations(‘) . . . . . . . . . . . . . . . . . . . . . . . . . .  (45,621) (7)% (48,848) 38% (35,468) 

Electric energy and fuel oil purchased . . . . . . . . . . .  113,965 16% 98,533 12% 87,930 

$449,121 24% $361,806 1% $359,762 

(1) Eliminations represent expenses incurred by our long distance operations related to network access services provided by our local exchange 
operations and expenses incurred by our ILEC operations related ro network services provided by ELI. 

Gas purchased increased $76.9 million, or 50%, in 2000 primarily due to higher purchased gas costs. Gas 
purchased decreased $14.2 million, or 8%, in 1999 primarily due to lower purchased gas costs. Under tariff provisions, 
increases in our costs of gas purchased are largely passed on to customers. 

Electric energy and fuel oil purchased increased $15.4 million, or 16%, in 2000 primarily due to higher supplier 
prices and increased consumption. Electric energy and fuel oil purchased increased $10.6 million, or 12%, in 1999 
primarily due to increased consumption and customer growth. Under tariff provisions, increases in our costs of electric 
energy and fuel oil purchased are largely passed on to customers. Gas, electric energy and fuel oil purchased excludes 
amounts deferred for future recovery in rates. 

Network access expenses decreased $8.2 million, or 5%, in 2000 primarily due to a reduction in costs related to the 
1999 exit of ELI’S prepaid services business, partially offset by increased costs related to increased revenue growth and 
network expansion at ELI. Network access expense increased $19.0 million, or 14%, in 1999 primarily due to expenses 
related to the ELI national data expansion, partially offset by decreased ILEC sector long distance minutes of use from 
out-of-territory long distance customers. 

D e p r e c i a t i o n  and Amort izat ion Expense 

2000 1999 1998 
Amount % Change Amount % Change Amount 

($ in thousands) 

Depreciation expense . . . . . . . . . . . . . . . . . . . . . .  $369,930 20% $307,428 27% $242,791 
Amortization expense . . . . . . . . . . . . . . . . . . . . .  17,677 541% 2,757 3% 2,684 

$387.607 25% $310,185 26% $245.475 
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Depreciation expense increased $62.5 million, or 20%, in 2000 primarily due to higher plant in service balances for 
newly completed communications network facilities and electronics at ELI, increased property, plant and equipment, the 
impact of the Acquisitions of $14.6 million and an increase of $12.6 million in accelerated depreciation related to the 
change in useful life of an operating system in the ILEC sector. Depreciation expense was partially offset by $6.8 million 
of decreased depreciation expense resulting from the classification of our gas sector as “assets held for sale.” Depreciation 
on gross gas property, plant and equipment was discontinued effective October 1,2000. Depreciation expense increased 
$64.7 million, or 27%, in 1999 primarily due to increased property, plant and equipment and the acquisition of RTI in 
November 1998. The increase also includes $4.8 million of accelerated depreciation related to the change in useful life of 
an operating system in the ILEC secror. 

Amortization expense increased $14.9 million, or 541%, in 2000 primarily due to amortization ofgoodwill related 
to the Acquisitions of $13.6 million. 

Other Operating Expenses 

2000 1999 1998 
Amount % Change Amount % Change Amount 

($ in thousands) 

Operating expenses . . . . . . . . . . . . . . . . . . . . . . .  $645,731 (G)% $683,322 23% $556,804 
Taxes other than income taxes . . . . . . . . . . . . . . . .  100,101 (2)% 102,357 15% 89,181 
Sales and marketing . . . . . . . . . . . . . . . . . . . . . .  60,382 (lo)% 67,298 42% 47,325 
Eliminations(” (2,314) 130% (1,008) 9% (92 1 ) . . . . . . . . . . . . . . . . . . . . . . . . . .  

$803,900 (6)% $851,969 23% $692,389 

(1) Eliminations represent the elimination of intercompany administrative fees charged to ELI. 

Operating expenses decreased $37.6 million, or 6%, in 2000 primarily due to the following items which were 
incurred in 1999: asset impairment charges of $36.1 million related to the discontinuation of the development ofcertain 
operational systems and certain regulatory assets deemed to be no longer recoverable, Y2K expenses of $17.3 million, 
restructuring charges related to our corporate ofice of $5.2 million, costs associated with an executive retirement 
agreement of $6.0 million and separation costs of $4.6 million. The 2000 amount also decreased due to $5.1 million of 
various expense reductions in the ILEC sector resulting from outsourcing and productivity enhancements. The decreases 
were partially offset by $15.1 million of increased operating expenses in 2000 related to the Acquisitions, increased 
operating costs of $11.0 million at ELI to support the expanded delivery of services and legal fees in the gas sector of 
$2.7 million associated with the settlement of a proceeding with the Louisiana Public Service Commission during the 
fourth quarter of 2000. Operating expenses increased $126.5 million, or 23%, in 1999 primarily due to asset 
impairment charges of $36.1 million related to the discontinuation of the development of certain operational systems 
and certain regulatory assets deemed to be no longer recoverable, Y2K expenses of $17.3 million, restructuring charges 
related to our corporate office of $5.2 million, costs associated with an executive retirement agreement of $6.0 million 
and separation costs of $4.6 million, the full year impact of RTI and ELI expenses relating to the expansion of data 
services and product exit costs. 

Taxes other than income taxes decreased $2.3 million, or 2%, in 2000 primarily due to decreased payroll taxes 
resulting from a reduction in headcount in the gas and electric sectors, a payroll tax adjustment in the gas sector in 1999 
and a reduction in property taxes. Taxes other than income increased $13.2 million, or 15%, in 1999 primarily due to 
increases in payroll and property taxes. 

Sales and marketing expenses decreased $6.9 million, or lo%, in 2000 primarily due to headcount reductions 
resulting from exiting ELI’S prepaid services business in 1999. Sales and marketing expenses increased $20.0 million, or 
42%, in 1999 primarily due to increased personnel and product advertising to support the delivery of services in existing 
and new markets including the expansion of ELI data services and products. 
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Acquis i t ion Assimi la t ion Expense 

2000 1999 I998 
Amount % Change Amount % Change Amount 

($ in thousands) 

Acquisition assimilation expense . . . . . . . . . . . . . . . . .  $39,929 920% $3,916 N/A $ - 

Acquisition assimilation expense of $39.9 million and $3.9 million, in 2000 and 1999, respectively, is related to 
the completed and pending acquisitions of over 2 million telephone access lines. AS we complete the acquisitions 
currently under contracts, we will continue to incur additional assimilation costs into 2001. 

Income From Operat ions 

2000 1999 1998 
Amount % Chance Amount % Chance Amount 

($ in thousands) 

Income from operations . . . . . . . . . . . . . . . . . . . . .  $121,801 73% $70,360 (53)% $150,962 

Income from operations increased $51.4 million, or 73%, in 2000 primarily due to the Acquisitions, decreased ELI 
operating losses and decreased operating expenses, partially offset by increased acquisition assimilation expense, the 
settlement of a proceeding with the Louisiana Public Service Commission and increased depreciation expense. Income 
from operations for 1999 included the $10.4 million USF settlement recorded. Income from operations decreased 
$80.6 million, or 53%, in 1999 primarily due to increased ELI losses and increased operating expenses. 

Investment  and O t h e r  l o s s ,  N e t / M i n o r i t y  I n t e r e s t / l n t e r e s t  Expense/lncome Taxes 

2000 1999 1998 
Amount % Change Amount % Change Amount 

($ in thousands) 

Investment income, net . . . . . . . . . . . . . . . . . . . .  $ 4,736 (98)% $243,885 654% $ 32,352 
Other loss, net . . . . . . . . . . . . . . . . . . . . . . . . . .  $ (1,386) (1,475)% $ (88) 100% $(26,236) 
Minority interest . . . . . . . . . . . . . . . . . . . . . . . .  $ 12,222 (471% $ 23,227 66% $ 14,032 
Interest expense . . . . . . . . . . . . . . . . . . . . . . . . .  $187,366 57% $119,675 18% $101,796 
Income taxes (benefit) . . . . . . . . . . . . . . . . . . . . .  $(16,132) (122)% $ 74,900 350% $ 16,660 

Investment income decreased $239.1 million, or 98%, in 2000 primarily due to the $69.5 million gain on the sale 
of our investment in Centennial Cellular Corp. in January 1999, the $67.6 million gain on the sale of our investment in 
Century Communication Corp. in October 1999 and the $83.9 million gain on the sale of our investment in the cable 
joint venture in October 1999. The remaining decrease is primarily due to realized losses of $18.3 million on sales of 
available for sale securities to fund acquisitions. Investment income increased $211.5 million, or 654%, in 1999 
primarily due to the $69.5 million gain on the sale of our investment in Centennial Cellular Corp. in January 1999, the 
$67.6 million gain on the sale of our investment in Century Communication Corp. in October 1999 and the 
$83.9 million gain on the sale of our investment in the cable joint venture in October 1999. 

Other loss, net decreased $1.3 million, or 1,475%, in 2000 primarily due to a decrease in the equity component of 
the allowance for funds used during construction (AFUDC). Other loss, net increased $26.1 million, or loo%, in 1999 
primarily due to the recognition of a $31.9 million loss resulting from the decline in value of the HTCC investment 
in 1998. 

Minority interest represents the minority’s share of ELI’S net loss (minority interest in subsidiary, as presented on 
the balance sheet at December 31, 1999, represents the minority’s share of ELI’S equity capital). Since ELI’S public 
offering, we recorded minority interest on our income statement and reduced minority interest on our balance sheet by 
the amount of the minority interests’ share of ELI’S losses. As of June 30,2000, the minority interest on the balance sheet 
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had been reduced to zero, therefore, from that point going forward, we discontinued recording minority interest income 
on our income statement as there is no obligation for the minority interests to provide additional funding for ELI. 
Therefore, we are recording ELIS entire loss in our consolidated results. 

Interest expense increased $67.7 million, or 57%, in 2000 primarily due to a $24.8 million increase in ELI’S 
interest expense related to increased borrowings and higher interest rates, $17.8 million increase due to an increase in 
our commercial paper outstanding used to fund acquisitions, and $14.9 million for amortization of costs associated with 
our committed bank credit facilities. A reduction in capitalized interest of $4.0 million due to lower average capital 
work in process balances at ELI also contributed to the increase. During the year ended December 31, 2000, we had 
average long-term debt outstanding of $2.6 billion compared to $2.0 billion during the year ended December 31,1999. 
Interest expense increased $17.9 million, or 18%, in 1999 primarily due to increased ELI net borrowings, partially offset 
by decreased short-term debt balances. During the year ended December 31, 1999, we had average long-term debt 
outstandjng of $2.0 billion compared to $1.7 billion during the year ended December 31, 1998. 

Income taxes (benefit) decreased $91.0 million, or 122%, in 2000 primarily due to changes in taxable income and 
taxes on the gains on the sales of our investments in 1999. The estimated annual effective tax benefit rate for 2000 is 
32.3% as compared with an effective tax rate of 34.4% for 1999. Income taxes increased $58.2 million, or 350%, in 
1999 primarily due to increased taxable income and an increase in the effective tax rate. The effective tax rate for 1999 
reflects the impact of increased pre-tax income resulting from the sales of investments included in Investment income 
in 1999. 

Discont inued Operat ions 

2000 1999 1998 

Amounr % Change Amount % Change Amounr 
~~~~ ~ ~ ~~~ 

($ i n  thousands) 

Revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $105,202 3% $102,408 9% $93,784 
Operating income.. . . . . . . . . . . . . . . . . . . . . . . .  $ 27,415 38% $ 19,887 (27)% $27,207 
Net income. .  . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 11,677 48% J6 7,887 (39)% $12,950 

Discontinued operations represents the operations of our watedwastewater businesses. 

Revenue from discontinued operations increased $2.8 million, or 3%, in 2000 and $8.6 million, or 9%, in 1999 
primarily due to increased consumption and customer growth. 

Operating income from discontinued operations increased $7.5 million, or 38%, in 2000 primarily due to 
increased revenue, decreased Y2K expenses, decreased corporate overhead charges and lower payroll costs due to a 
reduction in the staffing levels of supporr functions, partially offset by increased depreciation expense due to increased 
property, plant and equipment. Operating income from discontinued operations decreased $7.3 million, or 27%, in 
1999 primarily due to restructuring charges, separation costs, costs associated with an executive retirement agreement 
and increased Y2K costs. 

Net income from discontinued operations increased $3.8 million, or 48%, in 2000 and decreased $5.1 million, or 
39%, in 1999, primarily due to the respective changes in operating income. 

N e t  Income ( l o s s ) / N e t  income ( l o s s )  Per  Common Share /Other  Comprehensive Income ( loss) ,  N e t  o f  Tax 
and Reclassi f icat ion Adjustments 

2000 1999 1998 

Amount % Change Amount % Change Amount 

(J in thousands, except per share amounts) 

Net income (loss) . . . . . . . . . . . . . . . . . . . . . . . . .  $(28,394) (120)% $144,486 153% $57,060 

Other comprehensive income (loss), net of tax and 
Net income (loss) per common share. . . . . . . . . . . . .  $ (0.11) (120)% $ 0.55 150% $ 0.22 

reclassification adjustments . . . . . . . . . . . . . . . . .  $(14,505) N/A $ (41,769) N/A $52,872 
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Net loss and net loss per share for 2000 were impacted by the following after tax items: assimilation expenses of 
$24.6 million, or 9# per share, the settlement of a proceeding with the Louisiana Public Service Commission of 
$18.4 million, or 7# per share, accelerated depreciation to change the useful life of an operating system in the ILEC 
sector of $7.8 million, ot 34 pet share, and the impact of the acquisitions of $6.9 million, or 3# per share. 

Net income and net income per share for 1999 were impacted by the following after tax items: gains on the sales of 
investments of $136.4 million, or 52# per share, asset impairment charges of $22.3 million, or 9# per share, an executive 
retirement agreement of $4.1 million, or 22 per share, restructuring charges of $3.6 million, or 16 per share, separation 
costs of $3.1 million, or I#  per share, accelerated depreciation of $ 3  million, or I#  per share, and pre-acquisition 
integration costs of $2.4 million, or 16 per share. 1999 net income and net income per share were also impacted by after 
tax net losses from ELI of $54.1 million, or 21# per share and after tax Y2K costs of $12.2 million, or 5 #  per share. 

Net income and net income per share for 1998 were impacted by the following after tax items: the non-cash write 
down of our investment in HTCC of $19.7 million, or 7p per share, the cumulative effect of a change in accounting 
principle at ELI of $2.3 million, or I #  per share, and separation costs of $1.3 million, or l# per share. 1998 net income 
and net income per share were also impacted by after tax net losses from ELI of $34.8 million, or 146 per share, and after 
tax Y2K costs of $5.3 million, or 29 per share. 

Other comprehensive loss, net of tax and reclassification adjustments during 2000 is primarily the result of higher 
unrealized losses on our investment portfolio. Other comprehensive loss, net of tax and reclassification adjustments 
during 1999 is primarily the result of the realization of the gain on the sale of our investment in Centennial Cellular 
Corp. in January 1999, partially offset by higher unrealized gains on out investment portfolio during the first 
quarter 1999. 

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK 

We ate exposed to market risk in the normal course of our business operations due to our ongoing investing and 
funding activities. Market risk refers to the risk of loss that may result from the potential change in fair value of a 
financial instrument as a result of fluctuations in interest rates and eqqity and commodity prices. We manage our 
exposure to these risks by entering into long term debt obligations with appropriate price and term characteristics and 
by utilizing derivative financial instruments when they make business sense as follows: 

Interest Rate Exposure 

Our objectives in managing our interest rate risk is to limit the impact of interest rate changes on earnings and cash 
flows and to lower our overall borrowing costs. To achieve these objectives, we maintain fixed rate debt on a majority of 
our borrowings and refinance debt when advantageous by entering into long term debt obligations, including but not 
limited to, debenture and industrial development revenue bonds, which usually possess better than prime interest rates. 
We have $5.7 billion in committed credit facilities for the purpose of funding our pending acquisitions and supporting 
general corporate activities. As of December 31, 2000 there was $765 million outstanding under these facilities and 
$109 million in commercial paper backed by these facilities. Once funds are drawn down on these facilities i t  is our 
intention to permanently fund these amounts through cash and investment balances, proceeds from the divestiture of 
our public services businesses and other debt and equity instruments. Based upon our overall interest rate exposure at 
December 31,2000 a near term change in interest rates would not materially affect our consolidated financial position, 
results of operations or cash flows. 

Equity Price Exposure 

In December 1999, our Board of Directors authorized the purchase of up to $100 million worth of shares of out 
common stock. In April 2000, our Board of Directors authorized the purchase of up to an additional $100 million worth 
of shares of our common stock. We purchased approximately $49.2 million worth of our shares on the open market for 
cash and approximately $150 million worth of out shares using equity forward contracts. These types of contracts are 
exposed to equity price risk as these contracts are indexed to our common stock, which is traded on stock exchanges. 
Based upon our overall equity price exposure at December 31, 2000 a material near term change in the price of our 
common stock could materially affect our consolidated financial position, results of operations or cash flows. 
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Commodity Price Exposure 

During 2000, we purchased monthly gas future contracts to manage well defined commodity price fluctuations, 
caused by weather and other unpredictable factors, associated with our commitments to deliver natural gas to customers 
at fixed prices. This commodity activity relates to our gas businesses and is not material to our consolidated financial 
position, results of operations or cash flows. As of December 31, 2000 we did not have any outstanding gas future 
contracts. In addition, we purchase fixed and variable priced gas supply contracts that are considered derivative 
instruments as defined by SFAS 133, however such contracts are excluded from the provisions of SFAS 133 as they are 
purchases made in the normal course of business and not for speculative purposes. 

During the past year the decrease in the availability ofpower in certain areas of the country has caused power supply 
costs to increase substantially, forcing companies to pay higher operating costs to operate their electric businesses. As a 
result, companies have attempted to offset these increased costs by either renegotiating prices with their power suppliers 
or passin’g these additional costs on to their customers through a rate proceeding. In Arizona, we are currently disputing 
excessive power costs charged by our power supplier in the amount of approximately $57 million through December 31, 
2000. We are allowed to recover from ratepayers these charges through the Purchase Power Fuel Adjustment clause. In 
an attempt to limit “rate shock” to our customers, we have requested that this deferred amount, plus interest, be 
recovered over a three-year period. As a result, we have deferred these costs on the balance sheet in anticipation of 
recovering certain amounts either through renegotiations or through the regulatory process. 

We do not hold or issue derivative or other financial instruments for trading purposes. 

Finally, the carrying amount of cash, accounts receivable, current maturities of long-term debt, accounts payable 
and other accrued liabilities approximate fair value because of the short maturity of these instruments. 

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA 

The following documents are filed as part of this Report: 

1. 

2. 

Financial Statements, See Index on page F-1. 

Supplementary Data, Quarterly Financial Data is included in the Financial Statements (see 1. above). 

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS O N  ACCOUNTING AND 
FINANCIAL DISCLOSURE 

None 
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P A R T  1 1 1  

We intend to file with the Commission a definitive proxy statement for the 2001 Annual Meeting of Stockholders 
pursuant to Regulation 14A not later than 120 days after December 31,2000. The information called for by this Part 111 
is incorporated by reference to that proxy statement. 

P A R T  I V  

ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM 8-K 

(a) The exhibits listed below are filed as part of this Report: 

Erbibit No.  Description 

3.200.1’ 

3.200.2 

4.100.1 

4.100.2 

4.100.3 

4.100.4 

4.100.5 

4.100.6 

4.100.7 

4.100.8 

4.100.9 

4.100.1 1 

4.100.12 

Restated Certificate of Incorporation of Citizens Communications Company, as restated May 19, 2000, 
(incorporated by reference to Exhibit 3.200.1 to the Registrant’s Quarterly Report on Form 10-Q for the 
six months ended June 30, 2000, File No. 001-11001). 
By-laws of Citizens Communications Company, with all amendments to July 18,2000, (incorporated by 
reference to Exhibit 3.200.2 to the Registrant’s Quarterly Report on Form 10-Q for the nine months 
ended September 30, 2000, File No. 001-11001). 
Indenture of Securities, dated as of August 15, 1991, to Chemical Bank, as Trustee, (incorporated by 
reference to Exhibit 4.100.1 to the Registrant’s Quarterly Report on Form 10-Q for the nine months 
ended September 30, 1991, File No. 001-11001). 
First Supplemental Indenture, dated August 15, 1991, (incorporated by reference to Exhibit 4.100.2 to 
the Registrant’s Quarterly Report on Form 10-Q for the nine months ended September 30, 1991, File 

Letter of Representations, dated August 20, 1991, from Citizens Utilities Company and Chemical Bank, 
as Trustee, to Depository Trust Company (DTC) for deposit of securities with DTC, (incorporated by 
reference to Exhibit 4.100.3 to the Registrant’s Quarterly Report on Form 10-Q for the nine months 
ended September 30, 1991, File No. 001-11001). 
Second Supplemental Indenture, dated January 15, 1992, to Chemical Bank, as Trustee, (incorporated 
by reference to Exhibit 4.100.4 to the Registrant’s Annual Report on Form 10-K for the year ended 
December 31, 1991, File No. 001-11001). 
Letter of Representations, dated January 29, 1992, from Citizens Utilities Company and Chemical 
Bank, as Trustee, to DTC, for deposit of securities with DTC, (incorporated by reference to 
Exhibit 4.100.5 to the Registrant’s Annual Report on Form 10-K for the year ended December 31, 
1991, File No. 001-11001). 
Third Supplemental Indenture, dated April 15, 1994, to Chemical Bank, as Trustee, (incorporated by 
reference to Exhibit 4.100.6 to the Registrant’s Form 8-K Current Report filed July 5, 1994, File 

Fourth Supplemental Indenture, dated October 1, 1994, to Chemical Bank, as Trustee, (incorporated by 
reference to Exhibit 4.100.7 to Registrant’s Form 8-K Current Report filed January 3, 1995, File 

Fifth Supplemental Indenture, dated as ofJune 15,1995, to Chemical Bank, as Trustee, (incorporated by 
reference to Exhibit 4.100.8 to Registrant’s Form 8-K Current Report filed March 29, 1996, File 

Sixth Supplemental Indenture, dated as of October 15, 1995, to Chemical Bank, as Trustee, 
(incorporated by reference to Exhibit 4.100.9 to Registrant’s Form 8-K Current Report filed March 29, 
1996, File No. 001-1 1001). 
Seventh Supplemental Indenture, dated as of June 1, 1996, (incorporated by reference to 
Exhibit 4.100.11 to the Registrant’s Annual Report on Form 10-K for the year ended December 31, 
1996, File No. 001-11001). 
Eighth Supplemental Indenture, dated as of December 1, 1996, (incorporated by reference to 
Exhibit 4.100.12 to the Registrant’s Annual Report on Form 10-K for the year ended December 31, 
1996, File No. 001-11001). 

NO. 001-11001). 

NO. 001-11001). 

NO. 001-11001). 

NO. 001-11001). 
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Exbibit No.  Description 

4.200.1 

4.200.2 

4.200.3 

4.200.4 

4.200.5 

4.200.6 

4.200.7 

4.200.8 

4.200.9 

4.200.10 

4.300.1 
10.5 

10.6 

10.6.2 

10.16.1 

10.16.2 

10.17 

Indenture dated as of January 15, 1996, between Citizens Utilities Company and Chemical Bank, as 
indenture trustee (incorporated by reference to Exhibit 4.200.1 to the Registrant‘s Form 8-K Current 
Report filed May 28, 1996, File No. 001-11001). 
First Supplemental Indenture dated as of January 15, 1996, between Citizens Utilities Company and 
Chemical Bank, as indenture trustee, (incorporated by reference to Exhibit 4.200.2 to the Registrant’s 
Form 8-K Current Report filed May 28, 1996, File No. 001-11001). 
5% Convertible Subordinated Debenture due 2036, (contained as Exhibit A to Exhibit 4.200.2), 
(incorporated by reference to Exhibit 4.200.2 to the Registrant’s Form 8-K Current Report filed May 28, 
1996, File No. 001-11001). 
Amended and Restated Declaration of Trust dated as of January 15, 1996, of Citizens Utilities Trust, 
(incorporated by reference to Exhibit 4.200.4 to the Registrant’s Form 8-K Current Report filed May 28, 
1996, File No. 001-11001). 
Convertible Preferred Security Certificate, (contained as Exhibit A-1 to Exhibit 4.200.4), (incorporated 
by reference to Exhibit 4.200.4 to the Registrant’s Form 8-K Current Report filed May 28, 1996, File 

Amended and Restated Limited Partnership Agreement dated as of January 15, 1996 of Citizens 
Utilities Capital L.P., (incorporated by reference to Exhibit 4.200.6 to the Registrant’s Form 8-K 
Current Report filed May 28, 1996, File No. 001-11001). 
Partnership Preferred Security Certificate (contained as Annex A to Exhibit 4.200.6), (incorporated by 
reference to Exhibit 4.200.6 to the Registrant’s Form 8-K Current Report filed May 28, 1996, File 

Convertible Preferred Securities Guarantee Agreement dated as of January 15, 1996 between Citizens 
Utilities Company and Chemical Bank, as guarantee trustee, (incorporated by reference to 
Exhibit 4.200.8 to the Registrant’s Form 8-K Current Report filed May 28,1996, File No. 001-1 1001). 
Partnership Preferred Securities Guarantee Agreement dated as of January 15, 1996 between Citizens 
Utilities Company and Chemical Bank, as guarantee trustee, (incorporated by reference to 
Exhibit 4.200.9 to the Registrant’s Form 8-K Current Report filed May 28,1996, File No. 001-11001). 
Letter of Representations, dated January 18, 1996, from Citizens Utilities Company and Chemical 
Bank, as trustee, to DTC, for deposit of Convertible Preferred Securities with DTC, (incorporated by 
reference to Exhibit 4.200.10 to the Registrant’s Form 8-K Current Report filed May 28, 1996, File 

Basic Equity Acquisition Contract between Citibank, N.A. and Citizens Utilities Company. 
Participation Agreement between ELI, Shawmut Bank Connecticut, National Association, the 
Certificate Purchasers named therein, the Lenders named therein, BA Leasing &Capital Corporation and 
Citizens Utilities Company dated as of April 28, 1995, and the related operating documents 
(incorporated by reference to Exhibit 10.5 of ELI’S Registration Statement on Form S-1 effective on 
November 21, 1997, File No. 333-35227). 
Deferred Compensation Plans for Directors, dated November 26, 1984 and December 10, 1984, 
(incorporated by reference to Exhibit 10.6 to the Registrant’s Annual Report on Form 10-K for the year 
ended December 31, 1984, File No. 001-11001). 
Non-Employee Directors’ Deferred Fee Equity Plan dated as of June 28,1994, with all amendments to 
May 5, 1997, (incorporated by reference to Exhibit A to the Registrant’s Proxy Statement dated April 4, 
1995 and Exhibit A to the Registrant’s Proxy Statement dated March 28, 1997, respectively, File 

Employment Agreement between Citizens Utilities Company and Leonard Tow, effective July 11,1996, 
(incorporated by reference to Exhibit 10.16.1 to the Registrant’s Quarterly Report on Form 10-Q for the 
nine months ended September 30, 1996, File No. 001-11001). 
Employment Agreement between Citizens Communications Company and Leonard Tow, effective 
October 1, 2000. 
1992 Employee Stock Purchase Plan, (incorporated by reference to Exhibit 10.17 to the Registrant’s 
Annual Report on Form 10-K for the year ended December 31, 1992, File No. 001-11001). 

NO. 001-11001). 

NO. 001-11001). 

NO. 001-1 1001). 

NO. 001-11001). 
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Exhibit  No.  Description 

10.18 

10.19 

10.20 

10.21 

10.22 

10.23 

10.24.1 

10.24.2 

10.24.3 

10.24.4 

- 
10.25 

10.26 

10.27 

10.28 

10.29 

10.30 

10.31 

Amendments dated May 21, 1993 and May 5 ,  1997, to the 1992 Employee Stock Purchase Plan, 
(incorporated by reference to the Registrant’s Proxy Statement dated March 31, 1993 and the 
Registrant’s Proxy Statement dated March 28, 1997, respectively, File No. 001-1 1001). 
Citizens Executive Deferred Savings Plan dated January 1, 1996, (incorporated by reference to 
Exhibit 10.19 to the Registrant’s Annual Report on Form 10-K for the year ended December 31, 1999, 
File No. 001-11001). 
Citizens Incentive Plan restated as ofMarch 21,2000, (incorporated by reference to Exhibit 10.19 to the 
Registrant’s Annual Report on Form 10-K for the year ended December 31,1999, File No. 001-11001). 
1996 Equity Incentive Plan and amendment dated May 5, 1997 to 1996 Equity Incentive Plan, 
(incorporated by reference to Exhibit A to the Registrant’s Proxy Statement dated March 29, 1996 and 
Exhibit B to Proxy Statement dated March 28, 1997, respectively, File No. 001-1 1001). 
Competitive Advance and Revolving Credit Facility Agreement between Citizens Utilities Company 
and Chase Manhattan Bank dated October 29, 1999, (incorporated by reference to Exhibit 10.22 to the 
Registrant’s Annual Report on Form 10-K for the year ended December 31, 1999, File No. 001-11001). 
Credit Facility Agreement between Citizens Communications Company and Chase Manhattan Bank 
dated October 27, 2000. 
Indenture from ELI to Citibank, N.A., dated April 15, 1999, with respect to ELI’s 6.05% Senior 
Unsecured Notes due 2004, (incorporated by reference to Exhibit 10.24.1 of ELI’s Annual Report on 
Form 10-K for the year ended December 31, 1999, File No. 0-23393). 
First Supplemental Indenture from ELI, Citizens Utilities Company and Citizens Newco Company to 
Citibank, N.A. dated April 15, 1999, with respect to the 6.05% Senior Unsecured Notes due 2004, 
(incorporated by reference to Exhibit 10.24.2 of ELI’S Annual Report on Form 10-K for the year ended 
December 31, 1999, File No. 0-23393). 
Form of ELIS 6.05% Seniot Unsecured Notes due 2004, (incorporated by reference to Exhibit 10.24.3 of 
ELI’s Annual Report on Form 10-K for the year ended December 31, 1999, File No. 0-23393). 
Letter of Representations to the Depository Trust Company dated April 28, 1999, with respect to ELI’s 
6.05% Senior Unsecured Notes due 2004, (incorporated by reference to Exhibit 10.24.4 of ELI’s Annual 
Report on Form 10-K for the year ended December 31, 1999, File No. 0-23393). 
Asset Purchase Agreements between Citizens Utilities Company and GTE Corporarion dated May 27 
and September 21, 1999, (incorporated by reference to Exhibit 10.25 to the Registrant’s Annual Report 
on Form 10-K for the year ended December 31, 1999, File No. 001-11001). 
Asset Purchase Agreements between Citizens Utilities Company and US West Communications, Inc. 
dated June 16, 1999, (incorporated by reference to Exhibit 10.26 to the Registrant’s Annual Report on 
Form 10-K for the year ended December 31, 1999, File No. 001-11001). 
Asset Purchase Agreements between Citizens Utilities Company and American Water Works dated 
October 15, 1999, (incorporated by reference to Exhibit 10.27 to the Registrant’s Annual Report on 
Form 10-K for the year ended December 31, 1999, File No. 001-11001). 
Asset Purchase Agreement between Citizens Utilities Company and GTE Incorporated dated 
December 16, 1999, (incorporated by reference to Exhibit 10.28 to the Registrant’s Quarterly Report on 
Form 10-Q for the three months ended March 31, 2000, File No. 001-11001). 
Asset Purchase Agreement between Citizens Utilities Company and Cap Rock Energy Corp. dated 
February 11,2000, (incorporated by reference to Exhibit 10.29 to the Registrant’s Quarterly Report on 
Form 10-Q for the three months ended March 31, 2000, File No. 001-11001). 
Asset Purchase Agreement. between Citizens Utilities Company and Kauai Island Utility CO-OP dated 
February 11,2000, (incorporated by reference to Exhibit 10.30 to the Registrant’s Quarterly Report on 
Form 10-Q for the three months ended March 31, 2000, File No. 001-11001). 
Asset Purchase Agreement between Citizens Utilities Company and Atmos Energy Corporation dated 
April 13, 2000, (incorporated by reference to Exhibit 10.31 to the Registrant’s Quarterly Report on 
Form 10-Q for the six months ended June 30, 2000, File No. 001-11001). 
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Exhibit No. Description 

10.32 Stock Purchase Agreement among Citizens Communications Company, Global Crossing Ltd. and 

10.33 
10.34 
10.35 

10.36 

12 

21 
23 

Global Crossing North America, Inc. dated July 11, 2000, (incorporated by reference to Exhibit 10.32 
to the Registrant’s Quarterly Report on Form 10-Q for the nine months ended September 30, 2000, 
File No. 001-11001). 
2000 Equity Incentive Plan dated May 18, 2000. 
Basic Equity Acquisition Contract dated February 24, 2000. 
Intercompany Agreement between Citizens Communications Company and Electric Lightwave, Inc. 
dated September 11, 2000 (incorporated by reference to Exhibit 10.28 of ELI’S Annual Report on 
Form 10-K for the year ended December 31, 2000, File No. 0-23393). 
Loan Agreement between Citizens Communications Company and Electric Lightwave, Inc. dated 
October 30,2000 (incorporated by reference to Exhibit 10.29 of ELI’S Annual Report on Form 10-K for 
the year ended December 31, 2000, File No. 0-23393). 
Computation of ratio of earnings to fixed charges (this item is included herein for the sole purpose of 
incorporation by reference). 
Subsidiaries of the Registrant 
Auditors’ Consent 

Exhibits 10.6, 10.6.2, 10.16.1, 10.16.2, 10.17, 10.18, 10.19, 10.20, 10.21 and 10.33 are management contracts 
or compensatory plans or arrangements. 

We agree to furnish to the Commission upon request copies of the Realty and Chattel Mortgage, dated as of 
March 1, 1965, made by Cittzens Utilities Rural Company, Inc., to the United States of America (the Rural Utilities 
Services and Rural Telephone Bank) and the Mortgage Notes which that mortgage secures; and the several subsequent 
supplemental Mortgages and Mortgage Notes; copies of the instruments governing the long-term debt of Louisiana 
General Services, Inc.; copies of separate loan agreements and indentures governing various Industrial Development 
Revenue Bonds; copies ofdocuments relating to indebtedness ofsubsidiaries acquired during 1996, 1997 and 1998, and 
copies of the credtt agreement between Electric Lightwave, Jnc. and Citibank, N. A. dated November 21, 1997. We 
agree to furnish to the Commission upon request copies of schedules and exhibits to items 10.25, 10.26, 10.27, 10.28, 
10.29, 10.30, 10.31, and 10.32. 

(b) Reports on Form 8-K: 

We filed on Form 8-K dated August 3 1,2000, under Item 7 “Financial Statements, Exhibits,” financial statements 
of businesses acquired and pro forma financial information. 

We filed on Form 8-K dated November 13, 2000, under Item 7 “Exhibits,” a press release announcing financial 
results for third quarter ended September 30, 2000 and operating data. 

We filed on Form 8-K dated December 15, 2000, under Item 5 “Osher Events” and Item 7 “Exhibits,” a press 
release announcing the settlement of a rate proceeding with the Louisiana Public Service Commission. 
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SIGNATURES 
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly 

caused this report to be signed on its behalf by the undersigned, thereunto duly authorized. 

CITIZENS COMMUNICATIONS COMPANY 
(Registrant) 

By: / S I  L E O N A R D  T O W  

Leonard Tow 
Chairman of the Board; Chief Executive Oflicer; 
Chairman of Executive Committee and Directw 

March 8, 2001 
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Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the 
following persons on behalf of the registrant and in the capacities indicated on the 8th day of March 2001. 

/ S / R O B E R T  J .  L A R S O N  
Vice President and Chief Accounting Officer 

(Robert J. Larson) 

/ S / N O R M A N  I .  B O T W I N I K  
Director 

(Norman I. Botwinik) 

/ S / R U D Y  J .  G R A F  Vice Chairman of the Board, President and Chief 
Operating Officer, and Director (Rudy J. GraO 

/ S /  A A R O N  I .  F L E I S C H M A N  
Member, Executive Committee and Director 

(Aaron I. Fleischman) 

/s/ S T A N L E Y  H A R F E N I S T  
Member, Executive Committee and Director 

(Stanley Harfenist) 

/ S / A N D R E W  N .  H E I N E  
Director 

(Andrew N. Heine) 

IS/ J O H N  L .  S C H R O E D E R  
Director 

(John L. Schroeder) 

/ s / R O B E R T  D .  S I F F  
Director 

(Robert D. Siff) 

Vice Chairman of the Board, Executive Vice 
/S/ S C O T T  N .  S C H N E I D E R  

President, Chairman of Citizens Capital Ventures 
and Director (Scott N. Schneider) 

/S/ R O B E R T  A .  S T A N G E R  
Member, Executive Committee and Director 

(Robert A. Stanger) 

/S/ C H A R L E S  H .  S Y M I N G T O N ,  J R .  
Director 

(Charles H. Symington, Jr.) 

I S /  E D W I N  T O R N B E R G  
Director 

(Edwin Tornberg) 

/ s / C L A I R E  L .  T O W  
Director 

(Claire L. Tow) 
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I N D E P E N D E N T  A U D I T O R S '  R E P O R T  

The Board of Directors and Shareholders 
Citizens Communications Company: 

We have audited the accompanying consolidated balance sheets of Citizens Communications Company and 
subsidiaries as of December 31, 2000 and 1999 and the related consolidated statements of income (loss) and 
comprehensive income (loss), shareholders' equity and cash flows for each of the years in the three-year period ended 
December 31,2000. These consolidated financial statements are the responsibility of the Company's management. Our 
responsibility is to express an opinion on these consolidated financial statements based on our audits. 

We conducted our audits in accordance with auditing standards generally accepted in the United States of America. 
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the overall financial statement presentation. We 
believe that our audits provide a reasonable basis for our opinion. 

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the 
financial position of Citizens Communications Company and subsidiaries as of December 31, 2000 and 1999 and the 
results of their operations and their cash flows for each of the years in the three-year period ended December 31,2000, in 
conformity with accounting principles generally accepted in the United States of America. 

New York, New York 
March 8. 2001 
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C I T I Z E N S  C O M M U N I C A T I O N S  C O M P A N Y  A N D  S U B S I D I A R I E S  
C O N S O L I D A T E D  B A L A N C E  S H E E T S  

December 31. 2000 and I W  
(I in thousands) 

2000 1999 

Assets 
Current assets: 

Cash . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 31. 223 $ 37. 141 
Accounts receivable. net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  243. 304 241. 519 
Materials and supplies . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  10. 945 12. 624 
Short-term investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  38. 863 - 
Other current assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  52. 545 17. 340 
Assets held for sale . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1.212. 307 1.060. 704 
Assets of discontinued operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  595. 7 10 673. 5 15 

Total current assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2.262. 702 1.965. 038 
Property. plant and equipment. net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3.509. 767 2.888. 718 
Investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2 14. 359 591. 386 

Regulatory assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  175. 949 184. 942 
Other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  158. 961 111. 474 

Goodwill and customer base. net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  633. 268 30. 187 

Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $6,955.006 .$5.Z7 1.745 

Liabilities and Equity 
Current liabilities: 

Long-term debt due within one year . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 
Accounts payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Income taxes accrued . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Other taxes accrued . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Interest accrued . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Customer deposits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Other current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Liabilities related to assets held for sale . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Liabilities of discontinued operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

18 1. 014 
171. 002 
3. 429 
31. 135 
36. 583 
18. 683 
69. 551 
290. 575 
190. 496 

$ 1 5 6  31. 
187. 984 
75. 161 
27. 823 
30. 788 
32. 842 
81. 258 
139. 157 
171. 112 

Total current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Deferred income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Customer advances for construction and contributions in aid of construction . . . . . . .  
Other liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Regulatory liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Minority interest in subsidiary . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Company Obligated Mandatorily Redeemable Convertible Preferred Securities* . . . . .  
Shareholders' equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Equity forward contracts . . . . . . . . . . . . . . . . . . . .  . . . . . . . . . . . . .  . .  

~ ~~~~~~~ 

992. 468 
490. 487 
205. 604 
108. 321 
24. 573 

3.062. 289 

150. 013 
201. 250 

1.720. 001 

- 

777. 281 
460. 208 
179. 831 
87. 668 
27. 000 

2.107. 460 
11. 112 

201. 250 
1.919. 935 

- 

Total liabilities and shareholders' equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $6.955. 006 $5.771. 745 

* Represents securities of a subsidiary trust. the sole assets of which are securities of a subsidiary parmenhip. substantially all the assets of which are 
convertible debentures of the Company . 

The accompanying Notes are an integral part of these Consolidared Financial Statements . 
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C I T I Z E N S  C O M M U N I C A T I O N S  C O M P A N Y  A N D  S U B S I D I A R I E S  
C O N S O L I D A T E D  S T A T E M E N T S  O F  I N C O M E  ( L O S S )  A N D  

C O M P R E H E N S I V E  I N C O M E  ( L O S S )  
For the years ended December 31, 2000, 1999 and 1338 

($ in thousands, except per-share amounts) 

2000 1999 1998 

Revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $1,802,358 $1,598,236 $1,448,588 

Operating expenses: 
Cost of services . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  449,121 361,806 359,762 
Depreciation and amortization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  387,607 310,185 245,475 
Other operating expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  803,900 851,969 692,389 
Acquisition assimilation expense 39,929 3,916 . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - 

~~~ 

Total operating expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,680,557 1,527,876 1,297,626 

Operating income. 121,801 70,360 150,962 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  32,352 Investment income, net 4,736 243,885 

Other loss, net .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (1,386) (88) (26,236) 
Minority interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  12,222 23,227 14,032 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Interest expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  187,366 119,675 101,796 

Income (loss) from continuing operations before income taxes, dividends on 
convertible preferred securities and cumulative effect of change in accounting 
principle (49,993) 217,709 69,3 14 

Income tax expense (benefit) (16,132) 74,900 16.660 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Income (loss) from continuing operations before dividends on convertible preferred 

securities and cumulative effect of change in accounting principle. . . . . . . . . .  (33,861) 142,809 52,654 
Dividends on convertible preferred securities, net of income tax benefit . . . . . . . .  6.210 6.2 10 6.210 

Income (loss) from continuing operations before cumulative effect of change in 

Income from discontinued operations, net of tax 11,677 7,887 12,950 
accounting principle . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (40,071) 136,599 46,444 

Income (loss) before cumulative effect of change in accounting principle (28,394) 144,486 59,394 

. . . . . . . . . . . . . . . . . . . . . .  

. . . . . . .  
Cumulative effect of change in accounting principle, net of income tax and related 

2,334 minority interest - - . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Net income (loss) $ (28,394) d 144,486 $ 57,060 
~~ 

Other comprehensive income (loss), net of income tax and reclassification 
adjustments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (14,505) (41,769) 52,872 

Total comprehensive income (loss) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ (42,899) $ 102,717 $ 109,932 

Income (loss) from continuing operations before cumulative effect of change in 
accounting principle per common share: 

. . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 
Diluted . . . . . . . . . . . .  . . . . .  . . . . . . . . . . . . .  $ 

. . . . . . . . . . . . . . . . . . . . . . . . .  $ 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 
mulative effect of change in accounting principle per 

Income from discontinued operations per common share: 

common share: 
. . . . . . . . . . . . . . . . . . . . . . . . . .  Basic . . . . . . . . .  

Diluted . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 
. . . . . . . . . . . . . . . . . . . . . . . . .  $ 

(0.15) 
(0.15) 

0.04 
0.04 

(0.11) 
(0.11) 

(0.1 1) 
(0.11) 

$ 0.52 $ 0.18 
$ 0.52 .$ 0.18 

$ 0.03 $ 0.05 
$ 0.03 $ 0.05 

$ 0.55 $ 0.23 
$ 0.55 $ 0.23 

$ 0.55 .$ 0.22 
$ 0.55 $ 0.22 

The accompanying Notes  are a n  integral part of these Consolidated Financial Statements. 
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C I T I Z E N S  C O M M U N I C A T I O N S  C O M P A N Y  A N D  S U B S I D I A R I E S  

C O N S O L I D A T E D  S T A T E M E N T S  O F  S H A R E H O L D E R S ’  E Q U I T Y  
For the years ended December 31, 2000, 1999 and 1398 

($ in thousands, except for per-share amounts) 

Accum u Iated 
Common Additional Other Total 

($0.25) Capital Earnings Income (Loss) Stock Equity 
Stock Paid-In Retained Comprebensiue Treasury Sharebolders’ 

Balance January 1, 1998 . . .  $62,749 $1,480,425 $132,217 $ 3,820 $ - $1,679,211 

- 2,283 

- - (14,823) 
. . . . . . . . . .  - - 6,106 

EPPICS dividends . . . .  27 3 9,789 - - - 10,062 
. . . . . . . . . .  - 57,060 

- Acquisitions 133 2,150 - 

to fund dividends. . . . .  (453) (14,370) - 
Stock plans. 171 5,93 5 - 

. . . . . . . . . .  
Common stock buybacks 

Stock issuances to fund 

Net income - - 57,060 - 
Other comprehensive 

income, net of tax and 
reclassification 

. . . . . . . . .  52,872 adjustment - - - 52,872 - 

of Common Stock . . . .  1,914 70,259 (72,173) 
Stock dividends in shares 

- - - 

1,792,77 1 Balance December 31, 1998 . 64,787 1,554,188 117,104 56,692 - 

Common stock buybacks 
to fund EPPICS 

- (6,625) 
Stock plans. . . . . . . . . . .  638 20,475 - - 21,113 
Stock issuances to fund 

. . . .  9,959 EPPICS dividends 25 1 9,708 
Net income . . . . . . . . . .  - - 144,486 - - 144,486 
Other comprehensive loss, 

- dividends (157) (6,468) - . . . . . . . . . .  
- 

- - - 

net of tax and 
reclassification 

. . . . . . . . .  (41,769) adjustment - - - (41,769) - 
~~~ ~~ 

Balance December 31, 1999 . 65,519 1,577,903 261,590 14,923 - 1,919,935 

Acquisitions . . . . . . . . . .  28 1,770 - - 1,861 3,659 
Treasury stock acquisitions - - - - (49,209) (49,209) 
Stock plans. . . . . . . . . . .  895 42,156 - - (4,523) 38,528 

- - (1 50,013) Equity forward contracts . . - (150,013) - 
. . . . . . . . . . . .  - (28,394) Net loss. - - (28,394) - 

Other comprehensive loss, 
net of tax and 
reclassification 
adjustment - - - (14,505) - . . . . . . . . .  (14,505) 

Balance December 31, 2000 . $66,442 $1,471,816 $233,196 $ 418 $(51,871) $1,720,001 

The accompanying Notes are an integral part of these Consolidated Financial Statements. 
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C I T I Z E N S  C O M M U N I C A T I O N S  C O M P A N Y  A N D  S U B S I D I A R I E S  
C O N S O L I D A T E D  S T A T E M E N T S  O F  C A S H  F L O W S  

For the years ended December 31, 2000, 1333 and 1938 
($ in thousands) 

2000 I999 I998 

Net cash provided by continuing operating activities . . . . . . . . . . . .  $ 308,144 $ 370,289 $ 249,899 

Cash flows from investing activities: 
Capital expenditures . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ( 5  36,639) (5733 30) (477,976) 
Securities purchased . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (101,427) (1,068,451) (952,628) 
Securities sold . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  381,699 1,084,239 992,769 
Securities matured 16,072 7,435 2,000 

(88,863) Acquisitions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (986,133) - 
ELI share purchases. (38,748) 
Other (8,454) (2,833) (6,398) 

Net cash used by investing activities . . . . . . . . . . . . . . . . . . . . . . .  (1,273,630) (552,940) (531,096) 
Cash flows from financing activities: 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - - 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Short-term debt borrowings (repayments) . . . . . . . . . . . . . . . . . .  - (110,000) 42,000 
Long-term debt borrowings . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,063,158 340,503 240,485 
Long-term debt principal payments . . . . . . . . . . . . . . . . . . . . . .  (46,972) (46,619) (7,302) 
Issuance of common stock 19,773 21,113 7,101 . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Common stock buybacks . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (49,209) (6,625) (14,823) 
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  30,684 (6,363) 40,232 

Net cash provided by financing activities . . . . . . . . . . . . . . . . . . . .  1,017,434 192,009 307,693 
Cash used by discontinued operations. . . . . . . . . . . . . . . . . . . . . . .  (57,866) (4,139) (29,737) 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5,219 (3,241) Increase (decrease) in cash (5,918) 
Cash at January 1 ,  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  37,141 31,922 35,163 

CashatDecember 31,. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 31,223 $ 37,141 $ 31,922 

Non-cash investing and financing activities: 
Increase in capital lease asset. . . . . . . . .  . . . . . . . . . . . . . . .  $ 102,192 $ 60,321 $ 7,987 
Equity forward contracts 150,013 
Issuance of shares for acquisitions 3,659 - 2,283 
Issuance of shares for dividends . . . . . . . . . . . . . . . . . . . . . . . . .  - 9,959 82,235 
Debt assumed from acquisitions - - 13,800 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - - 
. . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . .  

The accompanying Notes are an integral part of these Consolidated Financial Statements 
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C I T I Z E N S  C O M M U N I C A T I O N S  C O M P A N Y  A N D  S U B S I D I A R I E S  
N O T E S  T O  C O N S O L I D A T E D  F I N A N C I A L  S T A T E M E N T S  

(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: 

a. Description of Business: 

Citizens Communications Company and its subsidiaries are referred to as “we”, “us” or “our” in this report. We 
provide wireline communications services primarily to customers in rural ateas and small and medium sized cities and 
towns throughout the United States as an incumbent local exchange carrier (ILEC). In addition, we provide competitive 
local exchange carrier (CLEC) services to business customers and to other communications carriers in the western United 
States through our 85% owned subsidiary, Electric Lightwave Inc. (ELI). We also provide public services including 
natural gas transmission and distribution, electric transmission and distribution and water distribution and wastewater 
treatmen; services to primarily rural and suburban customers throughout the United States. We are not dependent upon 
any single geographic area or single customer for our revenue. 

In recent years, we have focused our efforts and resources toward transforming ourselves into a telecommunications 
provider. In order to execute this strategy, we announced our intention to acquire telephone access lines and to partially 
fund our future expansion into the telecommunications business through the divestiture of our public utility operations. 
During 1999, opportunities became available to acquire a significant number of telephone access lines that met our 
investment criteria. These acquisitions are consistent with our strategy to broaden our geographic profile and to acquire 
and operate ILEC businesses in small and medium sized cities and towns. They provide us with the opportunity to 
further achieve critical mass as well as economies of scale throughout the United States and wrll enable us to improve 
operating efficiencies. Between May 1999 and July 2000, we announced that we had entered into agreements to 
purchase approximately 2,034,700 telephone access lines (as of December 31, 2000) for approximately $6,471,000,000 
in cash (see Note 4). Also, we have agreements to sell all of our water and wastewater treatment businesses, one of our 
electric businesses and one of our gas businesses for approximately $1,470,000,000 in cash plus the assumption of 
certain liabilities (see Note 5 ) .  

b. Principles of Consolidation and Use of Estimates: 

Our consolidated financial statements have been prepared in accordance with generally accepted accounting 
principles. Certain reclassifications of balances previously reported have been made to conform to current presentation. 

The preparation of financial statements in conformity with generally accepted accounting principles requires 
management to make estimates and assumptions that affect the reported amounts of assets and liabilities at the date of 
the financial statements and the reported amounts of revenue and expenses during the reporting period. Actual results 
could differ from those estimates. 

c. Revenue Recognition: 

In December 1999, the Securities and Exchange Commission (SEC) issued Staff Accounting Bulletin 101 
(SAB 101), “Revenue Recognition in Financial Statements,” which provides additional guidance in applying generally 
accepted accounting principles for revenue recognition in consolidated financial statements. SAB 101 was effective 
beginning in the fourth quarter of 2000 and did not have a material impact on our financial statements. 

ILEC 

Network accen services Monthly recurring network access service charges are billed in advance with any portion 
that is billed but unearned recorded as deferred revenue on the balance sheet as part of accrued expenses which are then 
recognized as revenue over the period that services are provided. Non-recurring network access services are billed in 
arrears and recognized as revenue in the period services are provided. Earned but unbilled network access service revenue 
is accrued for and included in accounts receivable and revenue in the period services are provided. Network access 
revenue primarily consists of switched access revenue billed to other carriers. Switched access revenue is billed in arrears 
and recognized as revenue in the period services are provided based on originating and terminating minutes of use. 
Network access revenue also contains special access revenue. Special access revenue is billed in arrears and recognized in 
revenue in the period services are provided. 
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C I T I Z E N S  C O M M U N I C A T I O N S  C O M P A N Y  A N D  S U B S I D I A R I E S  

N 0 T E S S T A T E M E N T S (Continued) T 0 C 0 N S 0 L I  D A T E D F I N A N C I A L 

(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (Continued) 

Local services Monthly recurring local line charges are billed to end users in advance and recognized as revenue in 
the period of billing with any portion that is billed but unearned recorded as deferred revenue on the balance sheet as 
part of accrued expenses. Non-recurring local services are billed in arrears and recognized as revenue in the period 
services are provided. Earned but unbilled local service revenue is accrued for and included in accounts receivable and 
revenue in the period services are provided. 

Long distance services Long distance services are billed in arrears and recognized as revenue in the period services 
are provided. Earned but unbilled long distance revenue is accrued for and included in accounts receivable and revenue in 
the period services are provided. 

Directory services a n d  other Revenue is recognized when services are provided or when products are delivered to 
customers. Installation fees and their related direct and incremental costs are initially deferred and recognized as revenue 
and expense over the average term of a customer relationship. 

ELI 

Revenue is recognized when the services are provided. Certain revenue are deferred and recognized on a 
straight-line basis over the terms of the related agreements. Installation fees and their related direct and incremental 
costs are initially deferred and recognized as revenue and expense over the average term of a customer relationship. 

PUBLIC SERVICES 

Revenue is recognized when services are provided for public services. Certain revenue is based upon consumption 
while other revenue is based upon a flat fee. Earned but unbilled public services revenue is accrued for and included in 
accounts receivable and revenue. 

d. Construction Costs and Maintenance Expense: 

Property, plant and equipment are stated at original cost, including general overhead and an allowance for funds 
used during construction (AFUDC) for regulated businesses and capitalized interest for unregulated businesses. 
Maintenance and repairs are charged to operating expenses as incurred. The book value, net of salvage, of routine 
property, plant and equipment dispositions is charged against accumulated depreciation for regulated operations. 

AFUDC represents the borrowing costs and a return on common equity of funds used to finance construction of 
regulated assets. AFUDC is capitalized as a component of additions to property, plant and equipment and is credited co 
income. AFUDC does not represent current cash earnings; however, under established regulatory rate-making practices, 
after the related plant is placed in service, we are permitted to include in the rates charged for regulated services a fair 
return on and depreciation of such AFUDC included in plant in service. The amount of AFUDC relating to equity is 
included in other loss, net ($3,257,000, $4,586,000 and $3,869,000 for 2000, 1999 and 1998, respectively) and the 
amount relating to borrowings is included as a reduction of interest expense ($3,504,000, $4,206,000 and $3,010,000 
for 2000, 1999 and 1998, respectively). Capitalized interest for unregulated construction activities amounted to 
$4,766,000, $8,681,000 and $10,444,000 for 2000, 1999 and 1998, respectively. 

e. Regulatory Assets and Liabilities: 

Certain of our local exchange telephone operations and all of our public services operations are subject to the 
provisions of Statement of Financial Accounting Standards (SFAS) No. 71, "Accounting for the Effects of Certain Types 
of Regulation". For these entities, regulators can establish regulatory assets and liabilities that are required to be 
reflected in the balance sheet in anticipation of future recovery through the ratemaking process. 

Our consolidated balance sheet as of December 3 1,2000 included regulatory assets of approximately $62.0 million 
and regulatory liabilities of approximately $4.1 million associated with our local exchange telephone operations. The 
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(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (Continued) 

remainder of the regulatory assets and regulatory liabilities on the balance sheet are associated with assets and liabilities 
held for sale and discontinued operations. In addition, property, plant and equipment for the properties subject to 
SFAS 7 1 have been depreciated using the straight-line method over plant lives approved by regulators. Such depreciable 
lives may exceed the lives that would have been used if we did not operate in a regulated environment. 

SFAS No. 101 “Regulated Enterprises Accounting for the Discontinuance of Application of SFAS No. 7 1” specifies 
the accounting required when the regulated operations of an enterprise are no longer expected to meet the provisions of 
SFAS 7 i  in the future due to changes in regulations, competition and the operations of regulated entities. SFAS 101 
would require the write-off of a portion of out regulatory assets and liabilities, as a net non-cash charge or credit to 
income, if i t  were determined that the conditions requiring the use of SFAS 71 no longer apply in the future. SFAS 101 
further provides that the carrying amount of property, plant and equipment would be adjusted to reflect the use of 
shorter depreciation lives only to the extent that the net book value of these assets are impaired and that impairment 
shall be measured as described in Note 1(f) below. 

The ongoing applicability of SFAS 71 to our regulated telephone operations is continually monitored due to the 
changing regulatory, competitive and legislative environment and the changes that may occur in our future operations as 
we acquire and consolidate our local exchange telephone operations. It is possible that future environmental changes, or 
changes in the demand for our products and services could result in our telephone operations no longer being subject to 
the provisions of SFAS 7 1. If discontinuation of SFAS 7 1 becomes appropriate, the accounting may result in a material 
non-cash effect on our results of operations and financial position that can not be estimated at this time. 

f. Impairment of Long-Lived Assets and Long-Lived Assets to Be Disposed of: 

We review long-lived assets and certain identifiable intangibles for impairment whenever events or changes in 
circumstances indicate that the carrying amount of an asset may not be recoverable. Recoverability of assets to be held 
and used is measured by a comparison of the carrying amount of an asset to future undiscounted net cash flows expected 
to be generated by the asset. If such assets are considered to be impaired, the impairment is measured by the amount by 
which the carrying amount of the assets exceed the fair value. During the fourth quarter of 1999, we determined that 
certain long-lived ILEC assets were impaired. As a result, we recorded $36,136,000 of pre-tax charges as part of other 
operating expenses, including approximately $15,369,000 related to a decision made by management to discontinue 
development of certain operational systems and approximately $20,767,000 related to certain regulatory assets deemed 
to be no longer recoverable. 

g. Investments: 

We classify our investments at purchase as available-for-sale or held-to-maturity. We do not maintain a trading 
portfolio. 

Securities classified as available-for-sale are carried at estimated fair market value. These securities are held for an 
indefinite period of time, but might be sold in the future as changes in market conditions or economic factors occur. Net 
aggregate unrealized gains and losses related to such securities, net of taxes, are included as a separate component of 
shareholders’ equity. Held-to-maturity securities represented those which we have the ability and intent to hold to 
maturity and are carried at amortized coit, adjusted for amortization of premiums/discounts and accretion over the 
period to maturity. Interest, dividends and gains and losses realized on sales of securities are reported in Investment 
income . 

We evaluate our investments periodically to determine whether any decline in fair value, below the amortized cost 
basis, is other than temporary. If we determine that a decline in fair value is other than temporary, the cost basis of the 
individual investment is written down to fair value which becomes the new cost basis. The amount of the write down is 
included in earnings as a loss. 
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h. 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (Continued) 

Income Taxes, Deferred Income Taxes and Investment Tax Credits: 

We file a consolidated federal income tax return. We utilize the asset and liability method of accounting for income 
taxes. Under the asset and liability method, deferred income taxes are recorded for the tax effect of temporary differences 
between the financial statement and the tax bases of assets and liabilities using tax rates expected to be in effect when the 
temporary differences are expected to turn around. Regulatory assets and liabilities (see Note l(e)) include income tax 
benefits previously flowed through to customers and from the AFUDC, the effects of tax law changes and the tax benefit 
associated with unamortized deferred investment tax credits. These regulatory assets and liabilities represent the 
probable net increase in revenue that will be reflected through future ratemaking proceedings. The investment tax 
credits relating to regulated operations, as defined by applicable regulatory authorities, have been deferred and are being 
amortized to income over the lives of the related properties. 

i. Employee Stock Plans: 

We have various employee stock-based compensation plans. Awards under these plans are granted to eligible 
officers, management employees and non-management employees. Awards may be made in the form of incentive stock 
options, non-qualified stock options, stock appreciation rights, restricted stock or other stock based awards. As 
permitted by current accounting rules, we recognize compensation expense in the financial statements only if the market 
price of the underlying stock exceeds the exercise price on the dare of grant. We provide pro forma net income (loss) and 
pro forma net income (loss) per common share disclosures for employee stock option grants made in 1775 and thereafter 
based on the fair value of the options at the date of grant (see Note 11). Fair value of options granted is computed using 
the Black-Scholes option pricing model. 

j. Minority Interest and Minority Interest in Subsidiary: 

Minority interest represents the minority’s share of ELI’s net loss (minority interest in subsidiary, as presented on 
the balance sheet at December 31, 1997, represents the minority’s share of ELI’S equity capital). Since ELI’s initial public 
offering, we recorded minority interest on our income statement and reduced minority interest on our balance sheet by 
the amount of the minority interests’ share of ELIS losses. As of June 30,2000, the minority interest on the balance sheet 
had been reduced to zero, therefore, from that point going forward, we discontinued recording minority interest income 
on our income statement as there is no obligation for the minority interests to provide additional funding for ELI. 
Therefore, we are recording ELI’s entire loss in our consolidated results. 

k. Net Income per Common Share: 

Basic net income per common share is computed using the weighted average number of common shares 
outstanding during the period being reported on. Diluted net income per common share reflects the potential dilution 
that could occur if securities or other contracts to issue common stock were exercised or converted into common stock at 
the beginning of the period being reported on. 

1. Goodwill and Customer Base: 

Goodwill and customer base represents the excess of purchase price over the fair value of identifiable assets 
acquired. We undertake studies to determine the fair values of assets acquired and allocate purchase prices to property, 
plant and equipment, goodwill and customer base, accordingly. We depreciate the assets over their respective 
depreciable lives and amortize goodwill and customer base by use of the straight-line method (see Note 4 for current 
acquisitions). We regularly examine the carrying value of our goodwill and customer base to determine whether there is 
any impairment losses. See Note 1(0 above related to our impairment policy. 

m. Changes in Accounting Principles: 

In September 2000, the Emerging Issues Task Force (EITF) issued EITF Issue 00-17, “Determination of Whether 
Share Settlement Is within the Control of the Issuer for Purposes of Applying Issue No. 76-13, Accounting for 
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Derivative Financial Instruments Indexed to, and Potentially Settled in, a Company’s Own Stock.” The EITF clarifies 
when financial instruments that are indexed to or potentially settled in a company’s own stock are to be classified as an 
asset or liability and when they are to be classified as equity. The EITF allows for a transition period for contracts existing 
at the date of the consensus and remaining outstanding at June 30, 2001 to allow time for contracts to be modified in 
order for a company to continue to account for certain contracts as equity after June 30, 2001 (see Note 10). 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (Continued) 

Inlune 1998, the Financial Accounting Standards Board (FASB) issued SFAS No. 133, “Accounting for Derivative 
Instruments and Hedging Activities.” This statement establishes accounting and reporting standards for derivative 
instruments and hedging activities and, as amended, is effective for all fiscal quarters of fiscal years beginning after 
June 15, 2000. SFAS 133 requires balance sheet recognition of derivatives as assets or liabilities measured at fair value. 
Accounting for gains and losses resulting from changes in the values of derivatives is dependent on the use of the 
derivative and whether it qualifies for hedge accounting. We expect the adoption of SFAS 133 could increase the 
volatility of operating results in the future. In general, the amount of volatility will vary with the level of derivative 
activities during any period. We have adopted SFAS 133 as ofJanuary 1,2001. Based on our analysis of the statement, 
we have not identified any derivative instruments subject to its provisions and therefore, SFAS 133, upon adoption, will 
not have any impact on our financial statements. 

In April 1998, the Accounting Standards Executive Committee of the AICPA released SOP 98-5, “Reporting on 
the Costs of Start-up Activities.” SOP 98-5 requires that the unamortized portion of deferred start up costs be written 
off and reported as a change in accounting principle. Future costs of start-up activities should then be expensed as 
incurred. Certain third party direct costs incurred by ELI in connection with negotiating and securing initial 
rights-of-way and developing network design for new market clusters or locations had been capitalized by ELI in 
previous years and were being amortized over five years. We elected to early adopt SOP 98-5 effective January 1, 1998. 
The net book value of these deferred amounts was $3,394,000 which has been reported as a cumulative effect of a change 
in accounting principle in the statement of income (loss) and comprehensive income (loss) for the year ended 
December 31, 1998, net of an income tax benefit of $577,000 and the related minority interest of $483,000. 

(2) ACCOUNTS RECEIVABLE: 

The components of accounts receivable, net at December 31, 2000 and 1999 are as follows: 

2000 1999 

($ in thousands) 

Customers.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $229,911 $213,457 
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  37,306 56,340 
Less: Allowance for doubtful accounts. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (23,913) (28,278) 

Accounts receivable, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $243,304 $241,519 
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(3) PROPERTY, PLANT AND EQUIPMENT: 

The components of property, plant and equipment at December 31, 2000 and 1999 are as follows: 

Estimated 
Useful Liver 2000 1999 

($ in thousands) 

Telephone outside plant. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4 to 56 years $ 2,721,425 $ 2,244,808 
TelephoGe central office equipment . . . . . . . . . . . . . . . . . . . . . .  5 to 20 years 1,644,302 1,272,647 
Information systems and other administrative assets . . . . . . . . . . .  4 to 58 years 635,752 619,865 
Other 52,531 34,498 
Construction work in progress . . . . . . . . . . . . . . . . . . . . . . . . .  242,472 286,836 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Less: accumulated depreciation . . . . . . . . . . . . . . . . . . . . . . . . .  
5,296,482 4,458,654 

(1,786,7 15) (1,569,936) 

Property, plant and equipment, net . . . . . . . . . . . . . . . . . . . . . .  $ 3,509,767 $ 2,888,718 

Depreciation expense, calculated using the straight-line method, is based upon the estimated service lives of 
various classifications of property, plant and equipment. Depreciation expense was $369,930,000, $307,428,000 and 
$242,791,000 for the years ended December 31, 2000, 1999 and 1998, respectively. We ceased to record depreciation 
expense on the gas assets effective October 1, 2000 and on the electric assets effective January 1, 2001 (see Note 5).  

(4) MERGERS AND ACQUISITIONS: 

From May 27, 1999 through July 12, 2000, we entered into several agreements to acquire approximately 
2,034,700 telephone access lines (as of December 31, 2000) for approximately $6,471,000,000 in cash. These 
transactions have been and will be accounted for using the purchase method of accounting. As a result, the results of 
operations of the acquired properties have been and will be included in our financial statements from the dates of 
acquisition of each property. These agreements and the status of each transaction are described as follows: 

On May 27, September 21, and December 16, 1999, we announced definitive agreements to purchase from Verizon 
Communications, formerly GTE Corp. (Verizon), approximately 38 1,200 telephone access lines (as of 
December 3 1, 2000) in Arizona, California, Illinois/Wisconsin, Minnesota and Nebraska for approximately 
$1,171,000,000 in cash. These acquisitions are subject to various state and federal regulatory approvals. On 
June 30, 2000, we closed on the Nebraska purchase of approximately 62,200 access lines for approximately 
$205,000,000 in cash. On August 31,2000, we closed on the Minnesota purchase ofapproximately 142,400 access 
lines for approximately $439,000,000 in cash. On November 30, 2000, we closed on the Illinois/Wisconsin 
purchase of approximately 112,900 access lines for approximately $304,000,000 in cash. We expect that the 
remainder of the Verizon transactions will close on a state-by-state basis in the first half of 2001. 

On June 16, 1999, we announced a series of definitive agreements to purchase from Qwest Communications, 
formerly US West (Qwest), approximately 556,800 telephone access lines (as of December 31, 2000) in Arizona, 
Colorado, Idaho/Washington, Iowa, Minnesota, Montana, Nebraska, North Dakota and Wyoming for 
approximately $1,650,000,000 in cash and the assumption of certain liabilities. On October 3 1, 2000, we closed 
on the North Dakota purchase of approximately 17,000 access lines for approximately $38,000,000 in cash. We 
expect that the remainder of the Qwest acquisitions, which are subject to various state and federal regulatory 
approvals, will occur on a state-by-state basis by the end of the first quarter of 2002. 

On July 12, 2000, we announced a definitive agreement to purchase from Global Crossing Ltd. (Global) 100% of 
the stock of Frontier Corp., which owns approximately 1,096,700 telephone access lines (as of December 31,2000) 
in Alabama/Florida, Georgia, Illinois, Indiana, Iowa, Michigan, Minnesota, Mississippi, New York, Pennsylvania 
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(4) MERGERS AND ACQUISITIONS: (Continued) 

and Wisconsin, for approximately $3,650,000,000 in cash. We expect that this transaction, which is subject to 
various state and federal regulatory approvals, will be completed in the second half of 2001. 

In November 1998, we acquired all of the stock of Rhinelander Telecommunication, Inc. (RTI) for approximately 
$84,000,000 in cash. RTI is a diversified telecommunications company engaged in providing local exchange, long 
distance, Internet access, wireless and cable television services to rural markets in Wisconsin. This transaction was 
accounted for using the purchase method of accounting and the results of operations of RTI have been included in the 
accompanying financial statements from the date of acquisition. 

In October 1998, we acquired all of the stock of St. Charles Natural Gas Company for approximately $5,000,000 in 
cash. St. Charles Natural Gas Company was a natural gas distribution company serving 5,000 customers in Louisiana 
and became part of our Louisiana Gas Services operations. This transaction was accounted for using the purchase method 
of accounting and the results of operations of St, Charles Natural Gas Company have been included in the accompanying 
financial statements from the date of acquisition. 

The following summarizes the allocation of purchase prices for 2000, 1999 and 1998. 

AlIocated to: Number of 
Purchase Properties 

Year Price Acquired Plant Goodwill Net  Orher Total 

($ in thousands) 

2000 $986,133 4 $401,004 $5  84,306 $ 823 $986,133 
1999 
1998 88,863 2 97,981 8,351 (17,469) 88,863 

- - - - - - 

The following pro forma financial information for 2000 and 1999 presents the combined results of our operations, 
the Verizon Nebraska, Minnesota and IllinoisNETisconsin properties acquired on June 30, 2000, August 31, 2000 and 
November 30, 2000, respectively and the Qwest North Dakota property acquired on October 31, 2000. The pro forma 
financial information for 1998 presents the combined results of our operations and RTI. The effect of St. Charles Natural 
Gas Company is not material. The pro forma information presents the combined results as if the acquisitions had 
occurred at the beginning of the year prior to its acquisition. The pro forma financial information does not necessarily 
reflect the results of operations that would have occurred had we constituted a single entity during such periods. 

2000 I999 I998 

(J in thousands, except per share amounts) 

Revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $1,947,522 $1,795,222 $1,465,948 

Net income (loss) per share . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ (0.15) $ 0.45 $ 0.22 
Net income (loss). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ (39,542) $ 116,665 $ 55,940 

~~~~ 

(5) DISCONTINUED OPERATIONS A N D  ASSETS HELD FOR SALE: 

On August 24,1999, our Board of Directors approved a plan of divestiture for our public services businesses, which 
include gas, electric and water and wastewater businesses. The proceeds from the sales of these public services businesses 
will be used to partially fund the telephone access line purchases (see Note 4). 

, 
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( 5 )  DISCONTINUED OPERATIONS A N D  ASSETS HELD FOR SALE: (Continued) 

Currently, we have agreements to sell all our water and wastewater operations, one of our electric operations and one 
of our natural gas operations. The proceeds from these agreements will include approximately $1,470,000,000 in cash 
plus the assumption of certain liabilities. These agreements and the status of each transaction are described as follows: 

On October 18, 1999, we announced the agreement to sell our water and wastewater operations to American 
Water Works, Inc. for $745,000,000 in cash and $90,000,000 of assumed debt. These transactions are currently 
expected to close in the second half of 2001 following regulatory approvals. 

On February 15,2000, we announced that we had agreed to sell our electric utility operations. The Arizona and 
Vermont electric divisions were under contract to be sold to Cap Rock Energy Corp. (Cap Rock). Cap Rock has 
failed to raise the required financing and obtain the required regulatory approval necessary to meet its 
obligations under the contract for sale. The agreement with Cap Rock was terminated on March 7 ,  2001. It is 
our intention to pursue the disposition of the Vermont and Arizona electric divisions with alternative buyers. In 
August 2000, the HPUC denied the initial application requesting approval of the purchase of our Kauai electric 
division by the Kauai Island Electric Co-op for $270,000,000 in cash including the assumption of certain 
liabilities. We are considering a variety of options, including filing a request for reconsideration of the decision, 
which may include filing a new application. 

On April 13, 2000, we announced the agreement to sell our Louisiana Gas operations to Atrnos Energy 
Corporation for $365,000,000 in cash plus the assumption of certain liabilities. This transaction is expected to 
close in the first half of 2001 following regulatory approvals. 

Discontinued operations in the consolidated statements of income (loss) and comprehensive income (loss) reflect 
the results of operations of the watedwastewater properties including allocated interest expense for the periods 
presented. Interest expense was allocated to the discontinued operations based on the outstanding debt specifically 
identified with these businesses. The long-term debt presented in liabilities of discontinued operations represents the 
only liability to be assumed by the buyer pursuant to the water and wastewater asset sale agreements. 

In 1999, we initially accounted for the planned divestiture of all the public services properties as discontinued 
operations. As of December 31, 2000, we did not have agreements to sell our entire gas and electric segments. 
Consequently, in the third and fourth quarters of 2000, we reclassified all of our gas and electric assets and their related 
liabilities to “assets held for sale” and “liabilities related to assets held for sale’’, respectively, we also reclassified the 
results of these operations from discontinued operations to their original income statement captions as part of continuing 
operations and restated the 1999 balance sheet to conform to the current presentation. Additionally, because both our 
gas and electric operations are expected to be sold at a profit, we ceased to record depreciation expense on the gas assets 
effective October 1,2000 and on the electric assets effective January 1,2001. Such depreciation expense would have been 
$6.8 million for the three months ended December 31, 2000. We are continuing to actively pursue buyers for our gas 
and electric businesses. 
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(5) DISCONTINUED OPERATIONS AND ASSETS HELD FOR SALE: (Continued) 

Summarized financial information for the watedwastewater operations (discontinued operations) is set forth below: 

2000 I999 

($ in thousands) 

Current assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 18,578 $ 18,074 
Net property, plant and equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  639,994 550,187 
Other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  14,943 27,449 

~ 

Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $673.515 $595.710 

Current liabilities. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 21,062 $ 60 
Long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  90,546 89,826 
Other liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  78,888 81,226 

Total liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $190,496 171,112 

Por the years ended December 31, 

2000 1999 1998 

(J in  thousands) 

Revenue.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $105,202 $102,408 $ 93,784 
Operating income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  27,415 19,887 27,207 
Income taxes. 5,721 3,917 5,677 

7,887 12,950 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  11,677 

Summarized financial information for the gas and electric operations (assets held for sale) is set forth below: 
* 

2000 I999  

(J in thousands) 

Current assets. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 127,495 $ 91,176 
Net property, plant and equipment. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  953,328 909,771 

59,757 Other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  13 1,484 

Total assets held for sale. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $1,212,307 $1,060,704 

Current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 169,066 $ 17,980 
Long-term debt 43,980 43,992 
Other liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  77,529 77,185 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Total liabilities related to assets held for sale . . . . . . . . . . . . . . . . . . . . . . . . . . .  Jb 290,575 Jb 139,157 
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(6) INVESTMENTS: 

The components of investments at December 31, 2000 and 1999 are as follows: 

2000 1999 

($ in thourundJ) 

Marketable equity securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $21 1,086 $243,591 
Other fixed income securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,055 114,774 
State and municipal securities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  218 233,021 

5214,359 $591,386 

During 2000, we realized approximately $1,100,000 of gross gains and $19,400,000 of gross losses resulting in 
approximately $397,800,000 of proceeds associated with the sales of state and municipal securities and other fixed 
income securities. 

In January 1999, Centennial was merged with CCW Acquisition Corp., a company organized at the direction of 
Welsh, Carson, Anderson & Stowe. We were a holder of 1,982,294 shares of Centennial Class B Common Stock. In 
addition, as a holder of 102,187 shares of Mandatorily Redeemable Convertible Preferred Stock of Centennial, we were 
required to convert the preferred stock into approximately 2,972,000 shares of Class B Common Stock. We received 
approximately $205,600,000 in cash for all of our Common Stock interests and approximately $17,500,000 related to 
accrued dividends on the preferred stock. As a result of the merger, we realized and reported a pre-tax gain of 
approximately $69,500,000 in the first quarter 1999 in Investment income. 

On October 1, 1999, Adelphia Communication COT. (Adelphia) was merged with Century Communications 
COT. (Century). We owned 1,807,095 shares of Century Class A Common Stock. Pursuant to this merger agreement, 
Century Class A Common shares were exchanged for $10,832,000 in cash and 1,206,705 shares of Adelphia Class A 
Common Stock (for a total market value of $79,600,000 based on Adelphia’s October 1, 1999 closing price of $57.00). 
As a result of the merger, we realized and reported a pre-tax gain of approximately $67,600,000 in the fourth quarter of 
1999 in Investment income. 

One of our subsidiaries, in a joint venture with a subsidiary of Century, owned and operated four cable television 
systems in southern California serving over 90,000 basic subscribers. In July 1999, we entered into a separate agreement 
with Adelphia to sell our interest in the joint venture. Pursuant to this agreement on October 1, 1999, we received 
approximately $27,700,000 in cash and 1,852,302 shares ofAdelphia Class A Common Stock (for a total market value of 
$133,300,000 based on Adelphia’s October 1, 1999 closing price of $57.00). As a result of the sales, we realized and 
reported a pre-tax gain of approximately $83,900,000 in the fourth quarter of 1999 in Investment income. 

Our Chairman and Chief Executive Officer was also Chairman and Chief Executive Officer of Century prior to its 
merger with Adelphia. Centennial was a majority-owned subsidiary of Century until it was sold. Our Chairman and 
Chief Executive Officer is a significant holder of Adelphia shares. 
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(6) INVESTMENTS: (Continued) 

The following summarizes the amortized cost, gross unrealized holding gains and losses and fair market value for 
investments. 

Investment Classification 
Unrealized Holding Aggregate Fair 

Amorfized Cost Gains (Losses) Market Value 

(J in thousands) 

As of December 31, 2000 
Available-for-Sale . . . . . . . . . . . . . . . . . . . . . . . . . . .  $2 13,68 1 $17,853 $(17,175) $2 14,359 

As of December 31, 1999 
Available-for-Sale . . . . . . . . . . . . . . . . . . . . . . . . . . .  $567,208 $37,025 $(12,847) $591,386 

Marketable equity securities for 2000 and 1999 include an investment of 19% of the equity in Hungarian 
Telephone and Cable Corp., a company of which our Chairman and Chief Executive Officer is a member of the Board of 
Directors. This investment declined in value during 1998 and in the fourth quarter of 1998 management determined 
char the decline was other than temporary. As a result, we recognized an impairment loss on this investment of 
$31,900,000 in 1998. 

In May 1999, in connection with a debt restructuring, we cancelled a note obligation from this investment and a 
seven-year consulting services agreement in exchange for the issuance to us of 1,300,000 shares of common stock and 
30,000 shares of convertible preferred stock. Each share of convertible preferred stock has a liquidation value of $70 and 
is convertible at our option into 10 shares of common stock. 

(7) FAIR VALUE OF FINANCIAL INSTRUMENTS: 

The following table summarizes the carrying amounts and estimated fair values for certain of our financial 
instruments at December 31, 2000 and 1999. For the other financial instruments, representing cash, accounts 
receivables, long-term debt due within one year, accounts payable and other accrued liabilities, the carrying amounts 
approximate fax value due to the relatively short maturities of those instruments. 

2000 I999 
Carrying Amount Fair Value Carrying Amount Paw Value 

~~ ~~ ~~~~ ~~ 

($ in  thousands) 

Investments . . . . . . . . . . . . . . . . . . . . . . . .  $ 214,359 $ 214,359 $ 591,386 $ 591,386 
Long-term debt . . . . . . . . . . . . . . . . . . . . . .  $3,062,289 $2,815,850 $2,107,460 $2,046,541 
EPPICS . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 201,250 $ 213,325 $ 201,250 $ 226,909 

The fair value of the above financial instruments are based on quoted prices at the reporting date for those financial 
instruments. 
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(8) LONG-TERM DEBT: 

Weighted 
average interest 

December 31, rate a t  
December 3 1, 

2000 Maturities 2000 I999 
($ tn thousands) 

Debentqres . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7.23% 2001-2046 $1,000,000 $1,000,000 
.Industrial development revenue bonds . . . . . . . . . .  5.63% 2015-2033 385,483 353,494 

Citizens bank credit facility . . . . . . . . . . . . . . . . .  7.19% 2002 765,000 - 

Other long-term debt and capital leases . . . . . . . . .  10.26% 2001-2027 132,546 73,016 

Senior unsecured notes . . . . . . . . . . . . . . . . . . . .  6.25% 2004-2012 361,000 361,000 

ELI bank credit facility . . . . . . . . . . . . . . . . . . . .  6.93% 2002 400,000 260,000 
Rural Utilities Service Loan Contracts 5.84% 2001-2027 90,129 91,106 

Commercial paper notes payable 109.145 

. . . . . . . . . .  

. . . . . . . . . . . . . .  - 
Total debt . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,243,303 2,138,616 
Less: long-term debt due within one year 181,014 31,156 . . . . . . . .  
Total long-term debt . . . . . . . . . . . . . . . . . . . . .  $3,062,289 $2,107,460 

The total principal amounts of industrial development revenue bonds were $389,535,000 in 2000 and 
$369,935,000 in 1999. Funds from industrial development revenue bond issuances are held by a trustee until qualifying 
construction expenditures are made at which time the funds are released. The amounts presented in the table above 
represent funds that have been used for construction through December 31, 2000 and 1999, respectively. 

At December 31, 2000, the commercial paper notes payable were classified as long-term debt because the 
obligations are expected to be refinanced with long-term debt securities. 

We have available lines of credit with financial institutions in the amounts of $5.7 billion, with associated facility 
fees of 0.10% per annum and $450,000,000 with no associated facility fees. These lines of credit expire on October 26, 
2001 and provide us with one-year term-out options. These credit facilities are in addition to credit commitments, 
under which we may borrow up to $200,000,000, with associated facility fees of 0.12% per annum, which expire on 
December 16, 2003. As of December 31, 2000, there was $765,000,000 outstanding under the $5.7 billion credit 
facility, as well as $109,000,000 in commercial paper backed by the $5.7 billion credit facility. ELI has $400,000,000 of 
committed revolving lines of credit with commercial banks, which expire November 21, 2002, under which it has 
borrowed $400,000,000 at December 31, 2000. The ELI credit facility has an associated facility fee of 0.08% per 
annum. We have guaranteed all of ELI’S obligations under these revolving lines of credit. 

In June 2000, we arranged for the issuance of $19,600,000 of 2000 Series special purpose revenue bonds as money 
market bonds with an initial interest rate of 4.6% and a maturity date of December 1, 2020. 

In April 1999, ELI completed an offering of $325,000,000 million of five-year senior unsecured notes. The notes 
carry an interest rate of 6.05% and mature on May 15, 2004. We have guaranteed the payment of principal and any 
premium and interest on the notes when due. 
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(8) LONG-TERM DEBT (Continued) 

Our installment principal payments, capital leases and maturities of long-term debt for the next five years are as 
follows: 

2001 2002 2003 2004 2005 

($ in thousands) 

Installment principal payments . . . . . . . . . . . . . . . .  $ 2,024 $ 4,688 $4,802 $ 4,876 $5,135 
Capital kases . . . . . . . . . . . . . . . . . . . . . . . . . . . .  28,990 4,721 2,353 2,599 2,872 
Maturities - 425,000 - . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  150,000 1,274,145 

$181,014 $1,283,554 $7,155 $432,475 $8,007 

Our $100,000,000,7.68% debentures are included in the 2001 maturities since the debentures are redeemable at 
par at the option of the holders on October 1, 2001. 

Holders of certain industrial development revenue bonds may tender at par prior to maturity. The next tender date 
is April 1, 2001 for $14,400,000 of principal amount of bonds. We expect to remarket all such bonds which are 
tendered. In the years 2000, 1999 and 1998, interest payments on short- and long-term debt were $188,955,000, 
$127,757,000 and $11 1,038,000, respectively. 

(9) COMPANY OBLIGATED MANDATORILY REDEEMABLE CONVERTIBLE PREFERRED 
SECURITIES: 

During the first quarter of 1996, our consolidated wholly-owned subsidiary, Citizens Utilities Trust (the Trust), 
issued, in an underwritten public offering, 4,025,000 shares of 5% Company Obligated Mandatorily Redeemable 
Convertible Preferred Securities due 2036 (Trust Convertible Preferred Securities or EPPICS), representing preferred 
undivided interests in the assets of the Trust, with a liquidation preference of $50 per security (for a total liquidation 
amount of $201,250,000). The proceeds from the issuance of the Trust Convertible Preferred Securities and a Company 
capital contribution were used to purchase $207,475,000 aggregate liquidation amount of 5% Partnership Convertible 
Preferred Securities due 2036 from another wholly owned consolidated subsidiary, Citizens Utilities Capital L.P. (the 
Partnership). The proceeds from the issuance of the Partnership Convertible Preferred Securities and a Company capital 
contribution were used to purchase from us $21 1,756,050 aggregate principal amount of 5% Convertible Subordinated 
Debentures due 2036. The sole assets of the Trust are the Partnership Convertible Preferred Securities and our 
Convertible Subordinated Debentures are substantially all the assets of the Partnership. Our obligations under the 
agreements related to the issuances of such securities, taken together, constitute a full and unconditional guarantee by us 
of the Trust’s obligations relating to the Trust Convertible Preferred Securities and the Partnership’s obligations relating 
to the Partnership Convertible Preferred Securities. 

In accordance with the terms of the issuances, we paid the 5% interest on the Convertible Subordinated Debentures 
in 2000, 1999 and 1998. During 2000, only cash was paid to the Partnership in payment of the interest on the 
Convertible Subordinated Debentures. The cash was then distributed by the Partnership to the Trust and then by the 
Trust to the holders of the EPPICS. During 1999, 1,004,961 shares of Common Stock were issued to the Partnership in 
payment of interest of which 976,464 shares were sold by the Partnership to satis$ cash dividend payment elections by 
the holders of the EPPICS. The sales proceeds and the remaining 28,497 shares of Common Stock were distributed by 
the Partnership to the Trust. During 1998, 1,093,274 shares of Common Stock were issued to the Partnership in 
payment of interest ofwhich 1,009,231 shares were sold by the Partnership to satisfy cash dividend payment elections by 
the holders of the EPPICS. The sales proceeds and the remaining 84,043 shares of Common Stock were distributed by 
the Partnership to the Trust. The Trust distributed the cash and shares as dividends to the holders of the EPPICS in 1999 
and 1998. 
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(10) CAPITAL STOCK 

We are authorized to issue up to 600,000,000 shares of Common Stock. Prior to 1999, quarterly stock dividends 
had been declared and issued on Common Stock and shareholders had the option of enrolling in the “Common Stock 
Dividend Sale Plan.” The plan offered shareholders the opportunity to have their stock dividends sold by the plan broker 
and the net cash proceeds of the sale distributed to them quarterly. 

The amount and timing of dividends payable on Common Stock are within the sole discretion of our Board of 
Directofs. Our Board of Directors discontinued the payment of dividends after the payment of the December 1998 stock 
dividend. Quarterly stock dividends declared and issued on Common Stock were .75% for each quarter of 1998 for 
a compounded annual total of 3.03% and an annual stock dividend cash equivalent of 281/16$ (rounded to the 
nearest Wh). 

In December 1999, our Board of Directors authorized the purchase, from time to time, of up to $100,000,000 
worth of shares of our common stock. This share purchase program was completed in April 2000 and resulted in the 
acquisition or contract to acquire approximately 6,165,000 shares of our common stock. Of those shares, 2,500,000 
shares were purchased for approximately $40,959,000 in cash and we entered into an equity forward contract for the 
acquisition of the remaining 3,665,000 shares. 

In April 2000, our Board of Directors authorized the purchase, from rime to time, of up to an additional 
$100,000,000 worth of shares of our common stock. This share purchase program was completed in July 2000 and 
resulted in the acquisition or contract to acquire approximately 5,927,000 shares of our common stock. Of these shares, 
452,000 shares were purchased for approximately $8,250,000 in cash and we entered into an equity forward contract for 
the acquisition of the remaining 5,475,000 shares. 

The equity forward contracts do not meet the requirements for presentation within the stockholders’ equity section 
at December 31,2000. As a result, they have been reflected as a reduction of Stockholders’ equity and a component of 
temporary equity for the gross settlement amount of the contracts. Current accounting rules permit a transition period 
until June 30, 2001 to amend the contracts to comply with the requirements for permanent equity presentation. If an 
agreement with the counterparcy to the contracts can be reached by June 30, 2001, the current impact of the 
classification to temporary equity will be reversed and the gross settlement amount will again be presented in permanent 
equity with no adjustment until final settlement. If an agreement with the counterparty cannot be reached by June 30, 
2001, not only will the current impact be reversed as noted above, but we will be required to record the change in fair 
value of the equity forward from inception to that date as an asset or a liability with the offset recorded as a cumulative 
effect of change in accounting principle with future changes to the fair value recorded in earnings. 

Ifwe were required to apply the guidance required at June 30, 2001, in the accompanying financial statements 
based on the fair value of the contracts as of December 31,2000, we would have reflected a charge as a cumulative effect 
of a change in accounting principle and an offsetting liability of approximately $30 million. 

We also purchased 631,000 shares at a cost of $6,625,000 in 1999 to fund EPPICS dividends and 1,811,000 shares 
at a cost of $14,823,000 in 1998 to fund EPPICS dividends and pay common stock dividends. 

In addition to our share purchase programs described above, in April 2000, our Board of Directors authorized the 
purchase, from time to time, of up to $25,000,000 worth of shares of Class A common stock of ELI, our 85% owned 
subsidiary, on the open market or in negotiated transactions. This ELI share purchase program was completed in 
August 2000 and resulted in the acquisition of approximately 1,288,000 shares of ELI common stock for approximately 
$25,000,000 in cash. In August 2000, our Board of Directors authorized the purchase, from time to time, of up to an 
additional 1,000,000 shares of ELI on the open market or in negotiated transactions. The second ELI share purchase 
program was completed in September 2000 and resulted in the acquisition of approximately 1,000,000 shares of ELI 
common stock for approximately $13,748,000 in cash. 
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(IO) CAPITAL STOCK: (Continued) 

The activity in shares of outstanding common stock during 2000, 1999, and 1998 is summarized as follows: 
NNmher of 

Sharer 

Balance at January 1, 1998 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  250,994,000 
Acquisitions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  532,000 
ComTon stock dividends . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7,65 7,000 
Common stock buybacks . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (1,811,000) 
Common stock issued to fund dividends 1,093,000 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Stockplans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  684,000 

~ ~~ 

Balance at December 31, 1998 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  259,149,000 
(63 1,000) 

1,005,000 Common stock issued to fund EPPICS dividends. 
Stock plans 2,5 5 3,000 

262,076,000 

Stockplans 3,5 8 1,000 

265,768,000 

Common stock buybacks . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Balance at December 31, 1999 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Acquisitions 11 1,000 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Balance at December 31, 2000 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

As of December 31, 2000, we had 268,875,000 shares issued of which 3,107,000 shares were held as Treasury 
Stock. We have 50,000,000 authorized but unissued shares of preferred stock ($.01 par). 

- 
(1 1) STOCK PLANS: 

At December 31,2000, we have four stock based compensation plans and ELI has two stock based plans which are 
described below. We apply APB Opinion No. 25 and related interpretations in accounting for the employee stock plans. 
No compensation cost has been recognized in the financial statements for options issued pursuant to the Management 
Equity Incentive Plan (MEIP), Equity Incentive Plan (EIP), or ELI Equity Incentive Plan (ELI EIP) as the exercise price 
for such options was equal to the market price of the stock at the time of grant and no transactions or modifications 
which would require a compensation charge have occurred subsequent to the grant. No compensation cost has been 
recognized in the financial statements related to the Employee Stock Purchase Plan (ESPP) and ELI Employee Stock 
Purchase Plan (ELI ESPP) because the purchase price is 85% of the fair value. Compensation cost recognized for our 
Directors’ Deferred Fee Equity Plan was $691,956, $481,540 and $463,798 in 2000, 1999 and 1998, respectively. 

We have granted restricted stock awards to key employees in the form of our Common Stock. The number of shares 
issued as restricted stock awards during 2000, 1999 and 1998 were 3,120,000, 901,200 and 464,000, respectively. 
None of the restricted stock awards may be sold, assigned, pledged or otherwise transferred, voluntarily ot involuntarily, 
by the employees until the restrictions lapse. The restrictions are both time and performance based. At December 31, 
2000, 4,262,000 shares of restricted stock were outstanding. Compensation expense of $9,084,000, $2,574,000 and 
$2,096,000 for the years ended December 31,2000,1999 and 1998, respectively, has been recorded in connection with 
these grants. 
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(1 1) STOCK PLANS: (Continued) 

Had we determined compensation cost based on the fair value at the grant date for its MEIP, EIP, ESPP, ELI ESPP 
and ELI EIP, our pro forma Net income (loss) and Net income (loss) per common share would have been as follows: 

2000 I999 1998 

($ in thousands, 
except per share amounts) 

Net Income (loss) . . . . . . . . . . . . . . . . . . . . . . . .  As reported $(28,394) $144,486 $57,060 
Pro forma (51,270) 130,613 46,005 
As reported: 

Bas ic . .  . . . . . .  $ (.11) $ .55 $ .22 
Diluted . . . . . .  (.11) .55 .22 

Basic . . . . . . . .  $ (.20) $ .50 $ .18 
Diluted . . . . . .  (.20) S O  .18 

Net Income (loss) per common share. . . . . . . . . . . .  

Pro forma: 

The full impact of calculating compensation cost for stock options is not reflected in the pro forma amounts above 
because pro forma compensation cost only includes costs associated with the vested portion of options granted pursuant 
to the MEIP, EIP, ESPP, ELI ESPP and ELI EIP on or after January 1, 1995. 

In November 1998, the Compensation Committee of our Board of Directors approved a srock option exchange 
program pursuant to which current employees (excluding senior executive officers) holding outstanding options, under 
the MEIP and EIP plans, with an exercise price in excess of $10.00 had the right to exchange their options for a lesser 
number of new options with an exercise price of $7.75. A calculation was prepared using the Black Scholes option 
pricing model to determine the exchange rate for each eligible grant in order to keep the fair value of options exchanged 
equal to the fair value of the options reissued. The exchanged options maintain the same vesting and expiration terms. 
This stock option exchange program had no impact on reported earnings and resulted in an aggregate net reduction in 
shares subject to option of 2,202,000 for both MEIP and EIP. 

In August 1998, the Compensation Committee of ELI‘S Board of Directors approved a stock option exchange 
program pursuant to which employees of ELI holding outstanding options with an exercise price in excess of $15.50 had 
the right to exchange all or half of their options for a lesser number of new options with an exercise price of $8.75. A 
calculation was prepared using the Black Scholes option pricing model to determine the exchange rate for each eligible 
grant in order to keep the fair value of options exchanged equal to the fair value of the options reissued. The repriced 
options maintain the same vesting and expiration terms. This stock option exchange program had no impact on reported 
results and resulted in a net reduction in shares subject to option of 546,000. 

Both ELI and us repriced these employee stock options on August 7,1998 and December 11,1998, respectively, in 
an effort to retain employees at a time when a significant percentage of employee stock options had exercise prices that 
were above fair market value. No compensation costs have been recognized in the financial statements as the exercise 
price was equal to the market value of the stock at the date of the repricing. Under accounting rules promulgated 
subsequent to December 15, 1998, any future repricings could be considered compensable and therefore would result in 
compensation cost in the statement of income. 

Management Equity Incentive Plan 

Under the MEIP, awards of our Common Stock may be granted to eligible officers, management’employees and 
non-management employees in the form of incentive stock options, non-qualified stock options, stock appreciation 
rights (SARs), restricted stock or other stock-based awards. The Compensation Committee of the Board of Directors 
administers the MEIP. 
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(11) STOCK PLANS: (Continued) 

The maximum number of shares of common stock which may be issued pursuant to awards at any time is 5% 
(13,133,029 as of December 31,2000) ofour common stock outstanding. Since the expiration date of the MEIP plan, no 
awards can be granted under the MEIP. The exercise price of stock options and SARs issued were equal to or greater than 
the fair market value of the underlying common stock on the date of grant. Stock options are generally not exercisable on 
the date of grant but vest over a period of time. Under the terms of the MEIP, subsequent stock dividends and stock 
splits have the effect of increasing the option shares outstanding, which correspondingly decreases the average exercise 
price of.outstanding options. 

The following is a summary of share activity subject to option under the MEIP. 
W e i g h t e d  

Sbares  Average  
Sub jec t  to O p t i o n  Price 

O p t i o n  P e r  Share 
~ 

Balance at January 1, 1998 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  11,704,000 $10.72 
Options granted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,869,000 7.75 
Options exercised . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (29,000) 10.56 
Options canceled, forfeited or lapsed . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 1.09 

Balance at December 31, 1998 9,435,000 9.91 
Options granted . 1,844,000 8.00 
Options exercised . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (602,000) 8.20 

8.08 

(4,109,000) 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Options canceled, forfeited or lapsed . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Balance at December 31, 1999 10,281,000 9.73 
Options granted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  26,000 16.26 

9.96 Options exercised . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (3,103,000) 
Options canceled, forfeited or lapsed . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (283,000) 7.79 

(396,000) 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  e 
Balance at December 31, 2000 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6,921,000 $ 9.72 

In 1998, as a result of the stock option exchange program approved by the Compensation Committee of the Board 
of Directors, a total of 3,801,000 options were eligible for exchange, of which 3,554,000 options were canceled in 
exchange for 1,869,000 new options with an exercise price of $7.75. 

The following table summarizes information about shares subject to options under the MEIP at December 31, 
2000. 

Options Outstanding Options Exercisable 
Number Range of Weighted Average Weighted Average Number Average 

Outstandtng Exercise Prices Exercise Price Remaininn Life in Years Exercisable Exercise Prtre 

14,000 $ 4 -  5 $ 4  
2,s 90,000 7 -  8 8 

944,000 8-10 9 
1,919,000 10- 11 11 

894,000 11 - 14 12 
535,000 14 - 15 14 
25,000 15 - 17 17 

4 14,000 $ 4  

7 944,000 9 
4 1,805,000 11 
4 74 1,000 13 
3 535,000 14 
9 

5 1,679,000 8 

- - 

6,921,000 $ 4-17 $10 5 5,7 18,000 $10 
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The weighted average fair value of options granted during 2000, 1999 and 1998 were $7.09, $3.17 and $2.27, 
respectively. For purposes of the pro forma calculation, the fair value of each option grant is estimated on the date of 
grant using the Black Scholes option pricing model with the following weighted average assumptions used for grants in 
2000, 1999 and 1998: 

2000 1999 1998 

- - Dividend yield - . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Expected volatility.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  30% 29% 26% 
Risk-free interest rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6.27% 5.32% 4.43% 
Expected life. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6 years 6 years 4 years 

Eqaity Incentive Plan 

In May 1996, our shareholders approved the EIP. Under the EIP, awards of our Common Stock may be granted to 
eligible officers, management employees and non-management employees in the form of incentive stock options, 
non-qualified stock options, stock appreciation rights (SARs), restricted stock or other stock-based awards. The 
Compensation Committee of the Board of Directors administers the EIP. 

The maximum number of shares of common stock which may be issued pursuant to awards at any time is 
12,858,000 shares, which has been adjusted for subsequent stock dividends. No awards will be granted more than 
10 years after the effective dare (May 23, 1996) of the EIP. The exercise price of stock options and SARs shall be equal to 
ot greater than the fair market value of the underlying common stock on the date of grant. Stock options are generally 
not exercisable on the date of grant but vest over a period of time. 

Under the terms of the EIP, subsequent stock dividends and stock splits have the effect of increasing the option 
shares outstanding, which correspondingly decrease the average exercise price of outstanding options. 

The following is a summary of share activity subject to option under the EIP. 
Weighted 

Shares Average 
Subject t o  Option Price 

Option Per Share 

Balance at January 1, 1998 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,194,000 $ 8.5 5 
Options granted 4,683,000 9.34 
Options canceled, forfeited or lapsed . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (2,745,000) 10.14 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Balance at December 31, 1998 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,132,000 8.5 1 
Options granted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,487,000 8.64 
Options exercised . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (361,000) 8.46 
Options canceled, forfeited or lapsed . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (679,000) 8.40 

Balance at December 31, 1999 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6,579,000 8.59 
Options granted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5,758,000 13.31 
Options exercised . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (1,023,000) 8.21 
Options canceled, forfeited or lapsed . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (614,000) 10.27 

Balance at December 31, 2000 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  10,700,000 11.37 

As a result of the stock option exchange program approved by the Compensation Committee of the Board of 
Directors, a total of 2,453,000 options were eligible for exchange, ofwhich 2,123,000 options were canceled in exchange 
for 1,606,000 new options with an exercise price of 57.75. 
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The following table summarizes information about shares subject to options under the EIP at December 31, 2000. 
Options Outstanding Options Exercisable 

Number Range of Weighted Average Weighted Average Number Werghted Average 
Outstanding Exercise Prices Exerrise Price Remaining Lifi in Years Exercisable Exerrire Price 

2,838,000 $ 7 -  8 $ 8  8 1,2 12,000 $ 8  
1,091,?00 8 -  9 9 7 1,079,000 9 

102,000 9-10 9 7 48,000 9 
289,000 10 - 11 10 7 178,000 10 

6,240,000 11 - 15 14 10 604,000 13 
140,000 15 - 19 18 10 

10,700,000 $ 7-19 $11 8 3,121,000 $ 9  

- - 

The weighted average fair value of options granted during 2000, 1999 and 1998 was $6.31, $3.46 and $3.54, 
respectively. For purposes of the pro forma calculation, the fair value of each option grant is estimated on the date of 
grant using the Black Scholes option pricing model with the following weighted average assumptions used for grants in 
2000, 1999 and 1998: 

2000 1999 1998 

Dividend yield - - - . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Expected volatility . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  30% 29% 26% 
Risk-free interest rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5.82% 5.47% 5.15% 
Expected life. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6 years 6 years 6 years 

Employee Stock Purchase Plan 

Our ESPP was approved by shareholders on June 12, 1992 and amended on May 22, 1997. Under the ESPP, 
eligible employees have the right to subscribe to purchase shares of our Common Stock at the lesser of 85% of the mean 
between the high and low market prices on the first day of the purchase period or on the last day of the purchase period. 
An employee may elect to have up to 20% of annual base pay withheld in equal installments throughout the designated 
payroll-deduction period for the purchase of shares. The value of an employee’s subscription may not exceed $25,000 in 
any one calendar year. An employee may not participate in the ESPP if such employee owns stock possessing 5% or more 
of the total combined voting power or value of our capital stock. As of December 31,2000, there were 6,407,195 shares 
of Common Stock reserved for issuance under the ESPP. These shares may be adjusted for any future stock dividends or 
stock splits. The ESPP will terminate when all shares reserved have been subscribed for and purchased, unless terminated 
earlier or extended by the Board of Directors. The Compensation Committee of the Board of Directors administers the 
ESPP. As of December 31, 2000, the number of employees enrolled and participating in the ESPP was 2,172 and the 
total number of shares purchased under the ESPP was 3,620,272. For purposes of the pro forma calculation, 
compensation cost is recognized for the fair value of the employees’ purchase rights, which was estimated using the Black 
Scholes option pricing model with the following assumptions for subscription periods beginning in 2000, 1999 and 
1998: 

2000 I999 I998 

Dividend yield - - - 
Expected volatility . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  30% 29% 26% 
Risk-free interest rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6.23% 5.24% 4.91% 
Expected life. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6 months 6 months 6 months 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
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The weighted average fair value of those purchase rights granted in 2000, 1799 and 1998 was $3.26, $2.47 and 
$2.05, respectively. 

ELI Employee Stock Purchase Plan 

The ELI ESPP was approved by shareholders on May 2 1,1978. Under the ELI ESPP, eligible employees of ELI may 
subscribeto purchase shares of ELI Class A Common Stock at the lesser of 85% of the average of the high and low market 
prices on the first day of the purchase period or on the last day of the purchase period. An employee may elect to have up 
to 20% of annual base pay withheld in equal installments throughout the designated payroll-deduction period for the 
purchase of shares. The value of an employee’s subscription may not exceed $25,000 in any one calendar year. An 
employee may not participate in the ELI ESPP if such employee owns stock possessing 5% or more of the total combined 
voting power or value of all classes of capital stock of ELI. As of December 31,2000, there were 1,950,000 shares of ELI 
Class A Common Stock reserved for issuance under the ELI ESPP. These shares may be adjusted for any future stock 
dividends or stock splits. The ELI ESPP will terminate when all shares reserved have been subscribed for and purchased, 
unless terminated earlier or extended by the Board of Directors. The ELI ESPP is administered by the Compensation 
Committee of ELI’S Board of Directors. As of December 31, 2000, the number of employees enrolled and participating 
in the ELI ESPP was 652 and the total number ofshares purchased under the ELI ESPP was 585,813. For purposes of the 
pro forma calculation, compensation cost is recognized for the fair value of the employees’ purchase rights, which was 
estimated using the Black Scholes option pricing model with the following assumptions for subscription periods 
beginning in 2000, 1979 and 1998: 

2000 I999 1998 

Dividend yield . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - - - 
Expected volatility . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  87% 66% 71% 
Risk-free interest rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6.27% 5.25% 4.92% 
Expected life. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6 months 6 months 6 months 

The weighted average fair value of those purchase rights granted in 2000, 1779 and 1998 was $4.59, $4.97 and 
$3.82, respectively. 

ELI Equity Incentive Plan I 

In October 1997, the Board of Directors of ELI approved the ELI EIP. Under the ELI EIP, awards of ELIS Class A 
Common Stock may be granted to eligible directors, officers, management employees, non-management employees and 
consultants of ELI in the form of incentive stock options, non-qualified stock options, SARs, restricted stock or other 
stock-based awards. The Compensation Committee of the ELI Board of Directors administers the ELI EIP. The exercise 
price for such awards shall not be less than 85% or more than 110% of the average ofthe high and low stock prices on the 
date of grant. The exercise period for such awards is generally 10 years from the date ofgrant. ELI has reserved 6,670,600 
shares for issuance under the terms of this plan. 
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The following is a summary of share activity subject to option under the ELI EIP. 
W e i g h t e d  

Sbares  Average  
Sirbject to O p t i o n  Price 

O p t i o n  Per  Share 
~ ~ ~~ ~ 

Balance at January 1, 1998 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,326,000 $16.00 
Options granted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,654,000 10.77 
Options canceled, forfeited or lapsed . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (1,649,000) 16.21 

Balance at December 31, 1998 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,331,000 12.14 
Options granted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,989,000 9.5 1 
Options exercised . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (116,000) 9.73 
Options canceled, forfeited or lapsed . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (680,000) 10.12 

~~ ~~ ~ 

Balance at December 31, 1999 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,524,000 10.96 
Options granted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,720,000 19.08 
Options exercised . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (456,000) 11.00 
Options canceled, forfeited or lapsed . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (1,017,000) 13.63 

Balance at December 31, 2000 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,771,000 15.05 

In 1998, as a result of the stock option exchange program approved by the ELI Compensation Committee of the 
Board of Directors, a total of 2,212,000 options were eligible for exchange, of which 1,426,000 options were canceled in 
exchange for 880,000 new options in August 1998. 

The following table summarizes information about shares subject to options under the ELI EIP at December 31, 
2000. 

Options Outstanding Options Exercisable 
Number Range of Weighred Average Weighted Average Number Weighted Average 

Outstanding Exercise PriceJ Exercise Price Remaining Life i n  Years Exercisable Exercise Price 

29,000 $ 3 -  8 $ 6  9 3,000 $ 7  
1,611,000 8-12 9 8 990,000 9 

85 6,000 12 - 19 16 8 65 1,000 16 
2,275,000 19 - 23 19 10 1,000 22 

4,771,000 $ 3-23 $15 9 1,645,000 $12 

For purposes of the pro forma calculation, compensation cost is recognized for the fair value of the employees’ 
purchase rights, which was estimated using the Black Scholes option pricing model with the following assumptions for 
subscription periods beginning in 2000, ,1999 and 1998: 

2000 1999 1998 

- - - Dividend yield . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Expected volatility . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  87% 66% 71% 
Risk-free interest rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7.23% 5.34% 5.44% 
Expected life. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6 years 6 years 6 years 

The weighted-average fair value of those options granted in 2000, 1999 and 1998 were $14.75, $6.16 and $6.94, 
respectively. 
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ELI has granted 725,000 restricted stock awards to key employees in the form of Class A Common Stock since its 
IPO. These restrictions lapse based on meeting specific performance targets. At December 31, 2000,606,000 shares of 
this stock were outstanding, of which 396,000 shares are no longer restricted. Compensation expense was recorded in 
connection with these grants in the amounts of $1,422,000, $2,559,000 and $4,666,000 for the years ended 
December 31, 2000, 1999 and 1998, respectively. 

Directqs’ Deferred Fee Equity Plan 

Effective June 30, 2000, the annual retainer paid to non-employee directors was eliminated. In replacement, each 
non-employee director elected, by August 1,2000, to receive either 2,500 stock units or 10,000 stock options. Starting 
in 2001, each non-employee director will elect, by December 1 of the prior year, to receive either 5,000 stock units or 
20,000 stock options. Directors making a stock unit election must also elect to receive payment in either stock or cash 
upon retirement from the Board of Directors. Stock options have an exercise price of the fair market value on the date of 
grant, are exercisable six months after the date of grant and have a 10-year term. Options granted pursuant to the 
June 30,2000 plan are subject to shareholder approval in 2001. The Formula Plan described below also remains in effect 
until its expiration in 2002. 

From January 1,2000 through June 30,2000, the non-employee directors had the choice to receive 50% or 100% 
of their fees paid in either stock or stock units. If stock was elected, the stock was granted at the average of the high and 
low on the first trading date of the year (Initial Market Value). If stock units were elected, they were purchased at 85% of 
the Initial Market Value. Stock units (except in an event of hardship) are held by us until retirement or death. 

Our original Non-Employee Directors’ Deferred Fee Equity Plan (the Directors’ Plan) was approved by 
shareholders on May 19, 1995 and subsequently amended. The Directors’ Plan included an Option Plan, a Stock Plan 
and a Formula Plan. On December 31, 1999, the Option Plan and the Stock Plan expired in accordance with the Plan’s 
terms. 

Through the Option Plan, an eligible director could have elected to receive up to $30,000 per annum of his or her 
director’s fee retainer, for a period of up to five years, in the form of options to purchase our common stock. The number 
of options granted was calculated by dividing the dollar amount elected by 20% of the fair market value of our common 
stock on the effective date of the options. The options are exercisable at 90% of the fair market value of our common 
stock on the effective date of the options. 

Through the Stock Plan, an eligible director elected to receive all or a portion of his or her director’s fees in the form 
of Plan Units, the number of such Plan Units being equal to such fees divided by the fair market value of our common 
stock on certain specified dates. In the event of termination of Directorship, a Stock Plan participant will receive the 
value of such Plan Units in either stock or cash or installments of cash as selected by the Participant at the time of the 
related Stock Plan election. 

The Formula Plan provides each Director options to purchase 5,000 shares of common stock on the first day of each 
year beginning in 1997 and continuing through 2002 regardless of whether the Director is participating in the Option 
Plan or Stock Plan. In addition, on September 1, 1996, options to purchase 2,500 shares of common stock were granted 
to each Director. The exercise price of the options are 100% of the fair market value on the date of grant and the options 
are exercisable six months after the grant date and remain exercisable for ten years after the grant date. 

As of any date, the maximum number of shares of common stock which the Plan was obligated to deliver pursuant 
to the Directors’ Plan shall not be more than one percent (1%) of the total outstanding shares of our Common Stock as of 
such date, subject to adjustment in the event of changes in our corporate structure affecting capital stock. There were 
10 directors participating in the Directors’ Plan in 2000. In 2000, the total Options, Plan Units and stock earned were 
203,969, 52,521, and 2,860, respectively. In 1999, the total Options and Plan Units earned were 153,969 and 15,027, 
respectively. In 1998, the total Options and Plan Units earned were 185,090 and 16,661, respectively. At December 31, 
2000, 825,446 options were exercisable at a weighted average exercise price of $11.41. 

F-28 



C I T I Z E N S  C O M M U N I C A T I O N S  C O M P A N Y  A N D  S U B S I D I A R I E S  
N O T E S  T O  C O N S O L I D A T E D  F I N A N C I A L  S T A T E M E N T S  (CONTINUED) 

(1 1) STOCK PLANS: (Continued) 

We had also maintained a Non-Employee Directors’ Retirement Plan providing for the payment of specified sums 
annually to our non-employee directors, or their designated beneficiaries, starting at their retirement, death or 
termination of directorship of each individual director. In 1999, we terminated this Plan. In connection with the 
termination, the value as of May 31, 1999, of the vested benefit of each non-employee director was credited to himlher in 
the form of stock units. Such benefit will be payable upon retirement, death or rermination of the directorship. Each 
participant had until July 15, 1999 to elect whether the value of the stock units awarded would be payable in our 
common.stock (convertible on a one for one basis) or in cash. As of December 31,2000, the liability for such payments 
was $3.4 million of which $1.6 million will be payable in stock (based on the July 15, 1999 stock price) and 
$1.8 million will be payable in cash. While the number of shares of stock payable to those directors electing to be paid in 
stock was fixed, the amount of cash payable to those directors electing to be paid in cash will be based on the number of 
stock units awarded times the stock price at the payment date. 

(12) 1999 RESTRUCTURING CHARGES 

In the fourth quarter of 1999, we approved a plan to restructure our corporate office activities. In connection with 
this plan, we recorded a pre-tax charge of $5,760,000 in other operating expenses in the fourth quarter of 1999. The 
restructuring resulted in the reduction of 49 corporate employees. All affected employees were communicated with in 
the early part of November 1999. 

As of December 31, 2000, approximately $4,214,000 has been paid, 42 employees were terminated and 
5 employees who were expected to be terminated took other positions within the company. The remaining 2 employees 
will be terminated during 2001. A t  December 31,2000, we adjusted our original accrual down by $1,008,000 and the 
remaining accrual of $538,000 is included in other current liabilities. These costs are expected to be paid in the first 
quarter of 2001. 

(13) INCOME TAXES: 

The following is a reconciliation of the provision for income taxes computed at federal statutory rates to the 
effective rates: 

Consolidated tax provision at federal statutory rate . . . . . . . . . . . . . . . . . . . . . . . .  
State income tax provisions (benefit), net of federal income tax. . . . . . . . . . . . . . . .  
Allowance for funds used during construction . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Nontaxable investment income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Amortization of investment tax credits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Flow through depreciation. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Tax reserve adjustment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Company owned life insurance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Minority interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
All other, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

2000 

35.0% 
(6.4%) 
2.8% 
5.4% 
1.9% 

(8.5%) 
(5.6%) 
(2.2%) 
8.7% 
1.2% 

1999 

35.0% 
1.1% 

(0.8%) 
(1.2%) 
(0.6%) 
2.8% 
0.6% 
1.2% 

(3.8%) 
0.1% 

I998 

35.0% 
1 .O% 

(2.5%) 
(4.4%) 
(1.9%) 
7.5% 

(6.9%) 
0.8% 

(3.5%) 
(1.1%) 

~ 

32.3% 34.4% 24.0% 

As of December 31, 2000 and 1999, accumulated deferred income taxes amounted to $482,278,000 and 
$450,903,000, respectively, and the unamortized deferred investment tax credits amounted to $8,209,000 and 
$9,305,000, respectively. Income taxes paid during the year were $37,935,000, $885,000 and $5,434,000 for 2000, 
1999 and 1998, respectively. 
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(13) INCOME TAXES: (Continued) 

The components of the net deferred income tax liability at December 31 are as follows: 

2000 1999 

(J in thousands) 

D E F E R R E D  I N C O M E  T A X  L I A B I L I T I E S :  

Property, plant and equipment basis differences . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $424,378 $381,278 
Regulatory assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  65,977 69,757 
Other, n e t . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  10,597 20,523 

Total deferred income tax liability . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  500.952 47 1.558 

D E F E R R E D  I N C O M E  T A X  A S S E T S :  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Regulatory liabilities 7,308 7,663 
Deferred investment tax credits 3,157 3,687 

Total deferred income tax asset . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  10,465 11,350 

Net deferred income tax liability . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $490,487 $460,208 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

The provision for federal and state income taxes, as well as the taxes charged or credited to shareholders’ equity, 
includes amounts both payable currently and deferred for payment in future periods as indicated below: 

2000 I 9 9 9  I 9 9 8  

($ in thousands) 

Income taxes charged (credited) to  the income statement for continuing 

Current: 
operations: 

Federal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $(66,759) $45,922 $ (5,284) 

Total current . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (69,347) 48,256 (5,543) 
Deferred: 

State . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (2,588) 2,334 (259) 

Federal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  46,647 26,584 22,217 
Investment tax credits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (931) (1,366) (1,312) 
S t a t e . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7,499 1,426 1,298 

Total deferred. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  53,215 26,644 22,203 

Subtotal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (16.132) 74.900 16.660 

Income taxes charged (credited) to the income statement for discontinued 

Current: 
operations: 

(17) 3,640 

(20) 4,193 

Federal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,260 3,595 1,583 
Investment tax credits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (326) (320) (315) 
State 620 662 216 

Total deferred. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,554 3,937 1,484 

Subtotal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5,721 3,917 5,677 

Federal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,749 
State 418 (3)  553 

Total current . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,167 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Deferred: 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
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(13) INCOME TAXES: (Continued) 

2000 I999 I998 

($ in thousands) 

Income tax benefit on dividends on convertible preferred securities: 
Current: 

State 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Federal (3,344) (3,344) (3,344) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (508) (508) (508) 

Subtotal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (3,852) (3,852) (3,852) 

Income tax benefit on cumulative effect of change in accounting principle: 
Current: 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - (478) Federal - 
State . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - - - 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - (478) Subtotal - 
Total income taxes charged to the income statement (a) . . . . . . . . . . . . . . . .  (14,263) 74,965 18,007 

Income taxes charged (credited) to shareholders’ equity: 
Deferred income taxes (benefits) on unrealized gains or losses on securities 

classified as available-for-sale . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (8,997) (25,906) 32,792 
Current benefit arising from stock options exercised (7.392) (1.262) (35) . . . . . . . . . . . . . . . . . .  
Income taxes charged (credited) to shareholders’ equity (b) . . . . . . . . . . . . . .  (16,389) (27,168) 32,757 

Total income taxes: (a) plus (b) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $(30,652) $47,797 $50,764 

Our alternative minimum tax credit as of December 31, 2000 is $91,370,000, which can be carried forward 
indefinitely to reduce future regular tau liability. This benefit is presented as a reduction of accrued income taxes. 

(14) NET INCOME (LOSS) PER COMMON SHARE: 

The reconciliation of the net income (loss) per common share calculation for the years ended December 31, 2000, 
1999 and 1998 is as follows: 

2000 1999 I998 
Loss Shares Per Share Income Shares Per Share Income Shares Per Share 

($ in thousands, except per share amounts) 

Basic . . . . . . . . . . . . .  $(28,394) 261,744 $(0.11) $144,486 260,481 $0.55 $57,060 258,879 $0.22 
Effect of dilutive options - 5,187 - - 1,779 - - 

Diluted . . . . . . . . . . .  $(28,394) 266,931 J(O.11) $144,486 262,260 $0.55 $57,060 259,621 $0.22 

742 - 

All share amounts represent weighted average shares outstanding for each respective period. The diluted net 
income (loss) per common share calculation excludes the effect of potentially dilutive shares when their exercise price 
exceeds the average market price over the period. We have 4,025,000 shares of potentially dilutive Mandatorily 
Redeemable Convertible Preferred Securities which are convertible into common stock at a 3.76 to 1 ratio at an exercise 
price of $13.30 per share and 161,250 potentially dilutive stock options at a range of $16.69 to $18.53 per share. These 
items were not included in the diluted net income (loss) per common share calculation for any of the above periods as 
their effect was antidilutive. 
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N O T E S  T O  C O N S O L I D A T E D  F I N A N C I A L  S T A T E M E N T S  (CONTINUED) 

(15) COMPREHENSIVE INCOME (LOSS): 

Our other comprehensive income (loss) for the years ended December 31, 2000, 1999 and 1998 is as follows: 

2000 
Before-Tax Tax Expenset Net-of-Tax 

Amount (Benefit) Amount 

($ t n  thousands) 

Net unrealized losses on securities: 
Net unrealized holding losses arising during period . . . . . . . . . . . . . .  $ (40,377) $(15,457) $(24,920) 
Add: Reclassification adjustments for net losses realized in net loss . . . .  16,875 6,460 10,415 

Other comprehensive loss . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ (23,502) $ (8,997) $(14,505) 

1999 
Before-Tax Tax Expensel Net-of-Tax 

(Benefit) 

($ in  thousands) 

Amount Amount 

Net unrealized gains on securities: 
Net unrealized holding gains arising during period $ 56,746 $ 21,722 $ 35,024 
Less: Reclassification adjustments for net gains realized in net income . . 124,421 47,628 76,793 

Other comprehensive loss . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ (67,675) $(25,906) $(41,769) 

1998 

Before-Tax Tax Expensel Net-of-Tax 
Amount (Benefit) Amount 

($ i n  thousands) 

Net unrealized gains on securities: 
Net unrealized holding gains arising during period . . . . . . . . . . . . . .  .$ 56,497 $ 21,627 .$ 34,870 
Add: Reclassification adjustments for net losses realized in net income . . 29,167 11,165 18,002 

Other comprehensive income. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 85,664 $ 32,792 $ 52,872 

(16) SEGMENT INFORMATION: 

We operate in four segments, ILEC, ELI, gas and electric. The ILEC segment provides both regulated and 
competitive communications services to residential, business and wholesale customers. ELI IS a facilities based integrated 
communications provider offering a broad range of communications services in the western United States. We ow1l85% 
of ELI and guarantee all of ELI’S long-term debt, one of its capital leases and one of its operating leases. Our gas and 
electric segments, which are intended to be sold and are classified as “assets held for sale” and “liabilities related to assets 
held for sale,” were pteviously reported as discontinued operations (see Note 5). 

Adjusted EBITDA is operating income (loss) plus depreciation and amortization. EBITDA is a measure commonly 
used to analyze companies on the basis of operating performance. It is not a measure of financial performance under 
generally accepted accounting principles and should not be considered as an alternative to net income as a measure of 
performance nor as an alternative to cash flow as a measure of liquidity and may not be comparable to similarly titled 
measures of other companies. 
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(16) SEGMENT INFORMATION: (Continued) 

For tbe war ended December 3 1 .  2000 
Total 

ILEC ELI Gar Electric Eliminations Segmentr 

($ in  thousands) 

Revenue. . . . . . . . . . . . . . . . . .  $ 963,743 $243,977 $374,751 $223,072 $(3,185)"' $1302,358 
Depreciafion . . . . . . . . . . . . . . .  276,250 61,663 19,228 28,629 1,837'2' 387,607 

Adjusted EBITDA . . . . . . . . . . .  434,146 1,787 27,496 43,855 2,124'3' 509,408 

5,720,643 

Operating Income (Loss) . . . . . . .  157,896 (59,876) 8,268 15,226 287'2x3' 121,801 

Capital Expenditures, net 350,209 112,285'*' 51,456 29,483 - 543,433 
Assets . . . . . . . . . . . . . . . . . . .  3,558,562 949,774 667,651 544,656 - 

. . . . . .  

For tbe year ended December 31, 1999 
Total 

ILEC ELI Gas Electric Eliminations Segments 

($ in  thousands) 

Revenue. . . . . . . . . . . . . . . . . .  $ 903,237 $187,008 $306,986 $203,822 $(2,817)'*' $1,598,236 
Depreciation . . . . . . . . . . . . . . .  226,141 36,505 22,203 25,552 (216) 310,185 
Operating Income (Loss) . . . . . . .  100,910 (94,066) 32,024 30,268 1 ,224(3) 70,360 
Adjusted EBITDA . . . . . . . . . . .  327,051 (57,561) 54,227 55,820 1,008'3) 380,545 

Assets 2,422,572 775,234 590,713 469,991 - 
Capital Expenditures, net . . . . . .  227,176 185,395'*' 66,951 43,540 - 523,062 

. . . . . . . . . . . . . . . . . . .  4,258,510 

For tbe year ended December 31, 1998 
Total 

ILEC ELI Gas Electric Elrminationr Segmentr 

($ in thousands) 

Revenue. . . . . . . . . . . . . . . . . .  $ 835,039 $100,880 $325,423 $190,307 $(3,062)"' $1,448,588 
Depreciation . . . . . . . . . . . . . . .  18 1,656 17,002 24,084 22,7 33 - ( 2 )  245,475 
Operating Income (Loss) . . . . . . .  154,506 (73,783) 42,225 27,093 921'2x3' 150,962 
Adjusted EBITDA . . . . . . . . . . .  336,162 (56,781) 66,309 49,826 921'3' 396,437 
Capital Expenditures, net . . . . . .  201,453 200,000 45,768 18,895 - 466,116 

(1) Represents revenue received by ELI from our ILEC operations. 
(2) Represents amortization of the capitalized portion of intercompany interest related to our guarantees of ELI debt and leases and amortization of 

goodwill related to our purchase of ELJ stock (see Note 10). 
(3) Represents the administrative services fee charged to ELI pursuant to the management services agreement becween ELI and us. 
(4) Does not include approximately $102,000,000 and $60,000,000 of non-cash capital lease additions in 2000 and 1999, respectively. 

In the fourth quarter of 2000, we settled a proceeding with the Louisiana Public Service Commission. Louisiana 
Gas Service, our subsidiary, refunded approximately $27 million to ratepayers during the month of January 2001, 
effected as a credit on customers' bills. As a result, we recorded approximately $29.7 million of charges to earnings in the 
fourth quarter of 2000. This amount included a reduction to revenue for the refund to customers of approximately 
$27 million and legal fees of approximately $2.7 million. The Louisiana Gas Service business is eo be sold to Armos 
Energy Co. and the sale is expected to close in the first half of 2001 following regulatory approval (see Note 5). 
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(16) SEGMENT INFORMATION: (Continued) 

The following tables are reconciliations of certain sector items to the total consolidated amount. 

F w  the year ended December 3 I ,  

2000 1999 1998 

(3  in thousands) 

Adjusted EBITDA 
Total Segment Adjusted EBITDA . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $509,408 $380,545 $396,437 
Discontinued Operations Adjusted EBITDA . . . . . . . . . . . . . . . . . . . . . .  45,640 36,218 39,576 

Consolidated Adjusted EBITDA . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $555,048 $416,763 $436,013 

Capital Expenditures 
Total segment capital expenditures . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $543,433 $523,062 $466,116 
General capital expenditures . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,396 6,599 25,122 
Change in accrued construction work in progress . . . . . . . . . . . . . . . . . . .  (8,190) 43,669 (13,262) 

Consolidated reported capital expenditures . . . . . . . . . . . . . . . . . . . . . . .  $536,639 $573,330 $477,976 

Assets 
December 31, 

2000 1999 

($ in thousands) 

Total segment assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $5,720,643 $4,258,510 
General assets. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  560,848 917,525 
Discontinued operations assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  673,5 15 595,7 10 

Consolidated reported assets $6,955,006 $5,771,745 
* 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

F-34 



C I T I Z E N S  C O M M U N I C A T I O N S  C O M P A N Y  A N D  S U B S I D I A R I E S  
N O T E S  T O  C O N S O L I D A T E D  F I N A N C I A L  S T A T E M E N T S  (CONTINUED) 

(16) SEGMENT INFORMATION: (Continued) 

For the year ended December 31, 2000 

ILEC ELI Gas Electric Operations Elinmations Total 

( 8  rn thousands) 

Discontinued Consolidated 

Revenue.. . . . . . . . . . . . . .  $963,743 $ 243,977 $ 374,751 $223,072 $ - $ (3,185) $1,802,358 
Operating expenses: 

Cost of services . . . . . . . .  34,508 74,105 229,538 113,965 - (2,995) 449,121 
Depreciation and 

amortization. . . . . . . . .  276,250 61,663 19,228 28,629 - 1,837 387,607 
Other operating expenses . . 455,160 168,085 117,717 65,252 - (2,314) 803,900 
Acquisition assimilation 

- 39,929 expense 39,929 - - - - . . . . . . . . . . . .  
~~~~ 

Total operating expenses . 805,847 303,853 366,483 207,846 - (3,472) 1,680,557 
~ 

Operating income (loss) 157,896 (59,876) 8,268 15,226 - 287 121,801 
- 4,736 Investment income, net. 4,423 - - 

Other income (loss), net (5,744) (402) 4,419 34 1 - (1,386) 
Minority interest . . . . . . . . .  12,222 - - - - - 12,222 
Interest expense. . . . . . . . . .  103,979 75,784 18,097 17,959 - (28,453) 187,366 

. . . .  - 313 

. . . .  - 

Income (loss) from 
continuing operations 
before income taxes and 
dividends on convertible 
preferred securities . . . .  64,818 (136,062) (5,410) (2,079) - 28,740 (49,993) 

Income tax expense (benefit) . (14,115) 400 (1,746) (671) - - (16,132) 

Income (loss) from 
continuing operations 
before dividends on 
convertible preferred 
securities . . . . . . . . . . .  78,933 (136,462) (3,664) (1,408) - 28,740 (33,861) 

Dividends on convertible 
preferred securities, net of 
income tax benefit . . . . . .  6,210 - - - - - 6,210 

Income (loss) from 
conrinuing operations . . 72,723 (136,462) (3,664) (1,408) - 28,740 (40,071) 

Income from discontinued 
operations, net of tax . . . . .  - - - - 1 1,677 - 11.677 

Net income (loss) . . . . . . .  $ 72,723 $(136,462) $ (3,664) $ (1,408) $11,677 $28,740 d (28,394) 
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(17) QUARTERLY FINANCIAL DATA (UNAUDITED): 

Net Income (Loss) 

2000 

per Common Sbare 

Revenue Net Income (Loss) Basic Diluted 

($ in thousands, except per share amounts) 

First quarter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $448,702 $ 7,326 $0.03 $0.03 
Second quarter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  418,607 3,012 0.01 0.01 
Third qaarter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  452,710 1,467 0.01 0.01 
Fourth quarter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  482,339 (40,199) (0.15) (0.15) 

Net Income per 
Common Sbare 

I 9 9 9  Revenue Net Income Basic Diluted 

($ in thousands, except per share amounts) 

First quarter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $414,780 $ 54,625 $ 0.21 $ 0.21 
Second quarter 390,063 7,753 0.03 0.03 
Third quarter 397,141 1 1,908 0.05 0.05 
Fourth quarter 396,25 2 70,200 0.27 0.26 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Fourth quarter 2000 results include an after tax charge of approximately $18,400,000, or 9p per share, related to 
the settlement of a proceeding with the Louisiana Public Service Commission (see Note 20). 

First quarter 1999 results include an after tax gain of approximately $42,900,000, or 16$ per share, on the sale of 
Centennial Cellular stock (see Note 6). Fourth quarter 1999 results include an after tax gain of approximately 
$41,700,000, or 16p per share, on the sale of Century stock and an after tax gain of approximately $ 5  l',800,000, or 20p 
per share, on the sale of our interest in a cable joint venture (see Note 6) ,  offset by after tax asset impairment charges of 
approximately $22,300,000, or 9p per share, (see Note l(f)), after tax costs of an executive retirement agreement of 
$4,100,000, or 24 per share, after tax restructuring charges ofapproximately $3,600,000, or l p  per share (see Note 12) ,  
and after tax impact of accelerated depreciation of approximately $3,000,000, or 1$ per share, related to the change in 
useful life of an operating system. 

The quarterly net income (loss) per common share amounts are rounded to the nearest cent. Annual net income 
(loss) per common share may vary depending on the effect of such rounding. Quarterly revenue has been retroactively 
revised from their original presentations to conform to current presentation. 
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(18) SUPPLEMENTAL CASH FLOW INFORMATION 

The following is a schedule of net cash provided by operating activities for the years ended December 31, 2000, 
1999 and 1998: 

2000 I999 1998 

Income (loss) from continuing operations . . . . . . . . . . . . . . . . . . . . . . . .  
Adjustments to reconcile net income (loss) to net cash provided by 

operating activities: 
Depreciation expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Non-cash charges to earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Non-cash investment (gains)llosses . . . . . . . . . . . . . . . . . . . . . . . . . .  
Non-cash HTCC investment impairment charge . . . . . . . . . . . . . . . . .  
Cumulative effect of change in accounting principle . . . . . . . . . . . . . . .  
Allowance for equity funds used during construction . . . . . . . . . . . . . .  
Deferred income tax and investment tax credit . . . . . . . . . . . . . . . . . .  
Change in operating accounts receivable . . . . . . . . . . . . . . . . . . . . . . .  

Change in accrued taxes and interest . . . . . . . . . . . . . . . . . . . . . . . . .  
Change in other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Change in accounts payable and other . . . . . . . . . . . . . . . . . . . . . . . .  

($ in thousands) 

$(40,071) $ 136,599 $ 44,110 

387,607 

18,314 
- 

- 
- 

(3,257) 
53,215 
(1 1,685) 
(32,452) 
(28,944) 
(34,583) 

310,187 
36,136 

(221,088) 
- 
- 

(4,586) 
26,644 
(1,966) 
52,066 
29,867 
6,430 

245,475 
- 
- 

31,905 
3,394 

(3,869) 
22,203 

(29,103) 
(92,353) 
19,305 
8,832 

~~ 

Net cash provided by continuing operating activities . . . . . . . . . . . .  $308,144 $ 370,289 $249,899 

(19) RETIREMENT PLANS: 

Pension Plan 

We have a noncontributory pension plan covering all employees who have met certain service and age 
requirements. The benefits are based on years of service and final average pay or career average pay. Contributions are 
made in amounts sufficient to fund the plan’s net periodic pension cost while considering tax deductibility. Plan assets 
are invested in a diversified portfolio of equity and fixed-income securities. 
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(19) RETIREMENT PLANS: (Continued) 

The following tables set forth the plan’s benefit obligations and fair values of plan assets as of December 3 1 ,  2000 
and 1999 and net periodic benefit cost for the years ended December 31, 2000, 1999 and 1998. 

2000 1999 

(J in thousands) 

Change in benefit obligation 
Benefit dbligation at beginning of year. . . . . . . . . . . . , . . . . . . . . . . . . . . . . . . . . . $227,602 $252,914 
Service cost. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12,286 13,234 
Interest cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18,772 17,200 
Amendments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  275 (1,877) 
Actuarial (gain)/loss . . . . . . . . . . , . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23,223 (33,039) 

1 1,300 
Benefits paid . . . , . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (11,434) (20,830) 

Benefit obligation at end of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Change in  plan assets 
Fair value of plan assets at beginning of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Actual return on plan assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

Employer contribution . . . . . , . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Benefits paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Fair value of plan assets at end of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
(Accrued)/Prepaid benefit cost 
Funded status . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Unrecognized net liability . . . . . . . . . . . . . . . . , . . . . . . . . . . . . . . . . . . . . . . . . . 
Unrecognized prior service cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Unrecognized net actuarial (gain)/loss . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
(Accrued)/Prepaid benefit cost. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

Acquisitions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . - 

$282,024 $227,602 

$238,886 $232,536 
7,155 21,760 

12,622 
2,171 5,420 

Acquisitions . . . . . . . . . . . . , . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . - 

(11,434) (20,830) 

$249,400 $238,886 

$ (32,624) $ 11,284 
103 146 

1,673 
21,900 (13,911) 

(808) 

1,795 

$ (8,826) $ 

For the years ended December 31. 

2000 1999 1998 

(J in thousands) 

Components of net periodic benefit cost 
Service Cost. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Interest cost on projected benefit obligation . . . . . . . . . . . . . . . . . . . . . . . 
Return on plan assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
Net amortization and deferral . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

$ 12,286 $ 13,234 $10,747 
17,200 15,703 

(19,743) (19,081) (17,241) 
196 175 400 

18,772 

Net periodic benefit cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 11,511 $ 11,528 $ 9,609 

F-38 



C I T I Z E N S  C O M M U N I C A T I O N S  C O M P A N Y  A N D  S U B S I D I A R I E S  
N O T E S  T O  C O N S O L I D A T E D  F I N A N C I A L  S T A T E M E N T S  (CONTINUED) 

I 

(19) RETIREMENT PLANS: (Continued) 

Assumptions used in the computation of pension costs/ year-end benefit obligations were as follows: 

2000 I999 

Discount rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Expected long-term rate of return on plan assets . . . . . . .  
Rate of increase in compensation levels . . . . . . . . . . . . .  

. . . . . . .  

. . . . . . .  

. . . . . . .  

8.0%17.5% 7.0%18.0% 
8.25%/N/A 8.25%/N/A 
4.0%/4.0% 4.0%/4.0% 

In June and August 2000, we acquired Verizon Nebraska and Verizon Minnesota, respectively, including their 
pension benefit plans. The Nebraska acquisition increased the pension benefit obligation by $3,762,000 and the fair 
value of plan assets by $4,123,000 as of December 31, 2000. The Minnesota acquisition increased the pension benefit 
obligation by $7,538,000 and the fair value of plan assets by $8,499,000 as of December 31, 2000. 

Postretirement Benefits Other Than Pensions 

We provide certain medical, dental and life insurance benefits for retired employees and their beneficiaries and 
covered dependents. The following table sets forth the plan’s benefit obligations and the postretirement benefit liability 
recognized on our balance sheets at December 31, 2000 and 1999 and net periodic postretirement benefit costs for the 
years ended December 31, 2000, 1999 and 1998: 

2000 1999 

($ in  thousands) 

Change in benefit obligation 
Benefit obligation at beginning of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $45,528 $ 51,983 
Servicecost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  652 781 
Interest cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,943 3,431 
Plan participants’ contributions 700 62 9 
Curtailments (812) 
Actuarial (gain)/loss . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  8,733 (8,590) 
Acquisitions - . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,441 
Benefits Daid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (2,994) (2,706) 

. . . . . . . . . . . . . .  . . . . . . . . . .  . . . . . . . . .  
- . . . . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Benefit obligation at end of year. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Jb 59,191 $45,528 

Change in  plan assets 
Fair value of plan assets at beginning of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 20,460 $ 18,710 
Actual return on plan assets. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,093 1,200 

(948) Benefitspaid - 
Employer contribution . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,498 1,498 
Acquisitions - . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,361 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Fair value of plan assets at end of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Jb 25,412 $ 20,460 

Accrued benefit cost 
Funded status . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $(33,779) $(25,068) 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Unrecognized transition obligation 281 359 
Unrecognized (gain) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (4,832) (14,953) 

Accrued benefit cost. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $(38,330) $(39,662) 
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(19) RETIREMENT PLANS: (Continued) 

F w  the years ended December 31, 
2000 1999 1998 

F-40 

Components of net periodic postretirement benefit costs 
Servicecost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 652 $ 781 $ 980 
Interest iost on projected benefit obligation . . . . . . . . . . . . . . . . . . . . . . . . . .  3,943 3,431 3,523 
Return on plan assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (1,688) (1,544) (549) 
Net amortization and deferral . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (770) (828) (947) 
Curtailment gain . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (757) - (2,003) 
Acquisition (gain)/loss . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  581 

Net periodic postretirement benefit cost . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 1,961 $ 1,840 $ 1,004 

- - 

For purposes of measuring year end benefit obligations, we used the same discount rates as were used for the 
pension plan and a 9% annual rate of increase in the per-capita cost of covered medical benefits, gradually decreasing to 
5% in the year 2050 and remaining at that level thereafter. The effect of a 1% increase in the assumed medical cost trend 
rates for each future year on the aggregate of the service and interest cost components of the total postretirement benefit 
cost would be $356,000 and the effect on the accumulated postretirement benefit obligation for health benefits would be 
$4,694,000. The effect of a 1% decrease in the assumed medical cost trend rates for each future year on the aggregate of 
the service and interest cost components of the total postretirement benefit cost would be ($316,000) and the effect on 
the accumulated postretirement benefit obligation for health benefits would be ($4,193,000). 

In August 1999, our Board of Directors approved a plan of divestiture for the public services properties. As such, 
any pension and/or Postretirement gain or loss associated with the divestiture of these properties will be recognized when 
realized. 

In June and August 2000, we acquired Verizon Nebraska and Verizon Minnesota, respectively, including their 
postretirement benefit plans. The Nebraska acquisition increased the accumulated postretirement benefit obligation by 
$1,095,000 as of December 3 1, 2000. The Minnesota acquisition increased the accumulated postretirement benefit 
obligation by $1,765,000 and the fair value of plan assets by $2,361,000 as of December 31, 2000. 

401 (k) Savings Plans 

We sponsor employee savings plans under section 401(k) of the Internal Revenue Code. The plans cover 
substantially all full-time employees. Under the plans, we provide matching contributions in our stock based on 
qualified employee contributions. Matching contributions were $5,973,000, $5,850,000 and $5,795,000 for 2000, 
1999 and 1998, respectively. 

(20) COMMITMENTS AND CONTINGENCIES: 

We have budgeted capital expenditures in 2001 of approximately $750 million, including $654 million for the 
ILEC and ELI, $57 million for gas and electric, and $39 million for discontinued operations. Certain commitments have 
been entered into in connection therewith. 

In December 1999, we entered into a three-year agreement with Nortel to outsource elements ofDMS central ofice 
engineering and commissioning of our network. Our commitment under this agreement is approximately $37,000,000 
for 2001 and $35,000,000 for 2002. The 2001 capital cost of this contract is included in the 2001 budgeted capital 
expenditures, presented above. 
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(20) COMMITMENTS AND CONTINGENCIES: (Continued) 

We conduct certain of our operations in leased premises and also lease certain equipment and other assets pursuant 
to operating leases. Future minimum rental commitments for all long-term noncancelable operating leases for 
continuing operations are as follows: 

Year Amount 

(J tn  thousands) 

2001 . . . . . . . . . . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 28,135 
2002 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  18,584 
2003 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  14,013 
2004 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  11,439 
2005 . . . . . . . . . . . . . . . . .  . . . . . . . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  9,589 
thereafter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  53,875 

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $135,635 

Total rental expense included in our results of operations for the years ended December 31, 2000, 1999 and 1998 
was $33,042,000, $30,855,000 and $27,964,000, respectively. We sublease, on a monrh to month basis, certain office 
space in our corporate office to a charitable foundation formed by our Chairman. 

In 1995, ELI entered into a $110 million construction agency agreement and an operating lease agreement in 
connection with the construction of certain communications networks and fiber cable links. ELI served as agent for the 
construction of these projects and, upon completion of each project, leased the facilities for a three-year term, with 
one-year renewals available through April 30,2002. At December 31,2000 and 1999, ELI was leasing assets under this 
agreement with an original cost ofapproximately $108,541,000. ELI has the option co purchase the facilities at the end 
of the lease terms for the amount of the lessor’s average investment in the facilities. Payments under the lease depend on 
current interest rates, and assuming continuation of current interest rates, payments would approximate $6.7 million 
annually through April 30, 2002 and, assuming exercise of the purchase option, a final payment of approximately 
$1 10 million in 2002. In the event ELI chooses not to exercise this option, ELI is obligated to arrange for the sale of the 
facilities to an unrelated party and is required to pay the lessor any difference between the net sales proceeds and the 
lessor’s investment in the facilities. However, any amount required to be paid to the lessor is subject generally to a 
maximum of 80% (approximately $88 million) of the lessor’s investment. We have guaranteed all obligations of ELI 
under this operating lease. 

ELI has entered into various capital and operating leases for fiber optic cable to interconnect ELI’S local networks 
with long-haul fiber optic routes. The terms of the various agreements covering these routes range from 20 to 25 years, 
with varying optional renewal periods. For certain contracts, rental payments are based on a percentage of ELI’S leased 
traffic, and are exclusive, subject to certain minimums. For other contracts, certain minimum payments are required. 

ELI has also entered into certain operating and capital leases in order to develop ELI’S local networks, including an 
operating lease to develop a local network in Phoenix and a capital lease in San Francisco. The operating lease in Phoenix 
provides for rental payments based on a percentage of the network’s operating income for a period of 15 years. The capital 
lease in San Francisco is a 30-year indefeasible and exclusive right to use agreement for optical fibers in the San Francisco 
Bay Area. 

Minimum payments on operating leases are included in the table above. For payments on capital leases, see Note 8. 

We are a party to contracts with several unrelated long distance carriers. The contracts provide fees based on leased 
traffic subject to minimum monthly fees. We also purchase capacity and associated energy from various electric energy 
and natural gas suppliers. Some of these contracts obligate us to pay certain capacity costs whether or not energy 
purchases are made. These contracts are intended to complement the other components in our power supply to achieve 
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(20) COMMITMENTS AND CONTINGENCIES: (Continued) 

the most economic mix reasonably available. At December 31, 2000, the estimated future payments for long distance 
contracts, and capacity and energy that we are obligated for are as follows: 

Year Amount 

($ in thousands) 

2001 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $155,111 
2002 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  120,059 
2003 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  74,340 
2004 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  55,184 
2005 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  55,178 
thereafter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  297,763 

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $7 5 7,63 5 

The Vermont Joint Owners (VJO), a consortium of 14 Vermont utilities, including us, have entered into a purchase 
power agreement with Hydro-Quebec. The agreement contains “step-up” provisions that state that if any VJO member 
defaults on its purchase obligation under the contract to purchase power from Hydro-Quebec the other VJO participants 
will assume responsibility for the defaulting party’s share on a pro-rata basis. As of December 31,2000, 1999 and 1998, 
our obligation under the agreement is approximately 10% of the total contract. The two largest participants in the VJO 
represent approximately 46% and 37% of the total contract, respectively. These two major participants have each 
experienced regulatory disallowances that have resulted in credit rating downgrades and stock price declines. Both of 
these participants are in the process of appealing the regulatory disallowances; however, both companies have stated that 
an unfavorable ruling could jeopardize their ability to continue as going concerns. If either or both of these companies 
default on their obligations under the Hydro-Quebec agreement, the remaining members of the VJO, including us, may 
be required to pay for a substantially larger share of the VJOH total power purchase obligation for the remainder of the 
agreement. Such a result could have a materially adverse effect on our financial results. 

In the fourth quarter of 2000, we settled a proceeding with the Louisiana Public Service Commission. Louisiana 
Gas Service, our subsidiary, rehnded approximately $27 million to ratepayers during the month of January 2001, 
effected as a credit on customers’ bills. As a result, we recorded approximately $29.7 million of charges to earnings in the 
fourth quarter of 2000. This amount included a reduction to revenue for the refund to customers of approximately 
$27 million and legal fees of approximately $2.7 million. The Louisiana Gas Service business is to be sold to Atmos 
Energy Co. and the sale is expected to close in the first half of 2001 following regulatory approval (see Note 5) .  

We are involved in various other claims and legal actions arising in the ordinary course of business. In the opinion 
of management, the ultimate disposition of these matters, after considering insurance coverages, will not have a material 
adverse effect on our consolidated financial position, results of operations or liquidity. 

F-42 



C I T I Z E N S  C O M M U N I C A T I O N S  C O M P A N Y  
C O N S O L I D A T E D  F I N A N C I A L  D A T A  

($ in thousands, except per-share and other financial data) 

Fiue-Year 

Annrral 
Gmwtb 2000 1999 I998 I997 I996 

compound 

Income Statement Data  
Continuing operations'" 
Revenue . . . . . . . . . . . . . . . . . . . . . . . . . .  
Cost of services . . . . . . . . . . . . . . . . . . . . .  
Depreciatipn and amortization . . . . . . . . . . . .  
Other operating expenses . . . . . . . . . . . . . . .  
Acquisition assimilation expenses . . . . . . . . . .  
Operating income (loss) . . . . . . . . . . . . . . . .  
Investment and other income, netc2) . . . . . . . . .  
Minority interest . . . . . . . . . . . . . . . . . . . .  
Interest expense . . . . . . . . . . . . . . . . . . . . .  
Income tax expense (benefit) . . . . . . . . . . . . .  
Convertible preferred dividends . . . . . . . . . . .  
Income (loss) from continuing operations'" . . . .  
Income from discontinued operations, net of tax . 
Net income (loss) . . . . . . . . . . . . . . . . . . . .  

13% 
17% 
21% 
15% 

n/a 
- 12% 
- 44% 

nla 
19% 

nla 
nla 
nla 

- 1% 
nla 

$1,802,358 $1,598,236 $1,448,588 $1,303,901 $1,218,222 
449,121 361,807 359,762 344,685 285,749 
387,607 310,185 245,475 224,312 183,242 
803,900 851,968 692,389 742,758 484,133 

121,801 70,360 150,962 (7,854) 265,098 
3,350 243,797 3,782 119,337 59,875 

187,366 119,675 101,796 98,444 82,976 
(16,132) 74,900 16,660 5,408 75,665 

6,210 6,210 6,210 6,210 5,849 
(40,071) 136,599 44,110 2,066 160,483 
11,677 7,887 12,950 8,034 18,177 

(28,394) 144,486 57,060 10,100 178,660 

- - - 39,929 3,916 

12,222 23,227 14,032 645 - 

EBITDA and Capital Expenditure Data"' 
EBITDA from continuing operations . . . . . . . .  
EBITDA from discontinued operations . . . . . . .  
Total Company EBITDA . . . . . . . . . . . . . . .  
EBITDA from continuing operations excluding 

acquisition assimilation expenses . . . . . . . . .  
Capital expenditures from continuing operations . 
Capital expenditures from assets held for sale 
Capital expenditures from discontinued operations 
Total Company capital expenditures . . . . . . . . .  

. . .  

6% 
7% 
6% 

8% 
25% 
6% 

21% 
21% 

$ 509,408 $ 380,545 $ 396,437 $ 216,458 $ 448,340 
45,640 36,218 39,576 35,200 41,079 

555,048 416,763 436,013 251,658 489,419 

549,337 384,461 396,437 216,458 448,340 
463,890 419,170 426,576 420,894 244,433 

80,939 110,491 64,663 71,424 52,282 
73,476 25,454 30,793 32,171 21,048 

618,305 555,115 522,032 524,489 317,763 



C I T I Z E N S  C O M M U N I C A T I O N S  C O M P A N Y  
C O N S O L I D A T E D  F I N A N C I A L  D A T A  

($ in thousands, except per-share and other financial dam) 

Five-Year 
Compoimd 

Annual 
Gmwtb 2000 I999 1998 I997  I996 

Select Balance Sheet Data 
Cash and investments . . . . . . . . . . . . . . . . .  
Total assets . . . . . . . . . . . . . . . . . . . . . . . .  
Net plant (continuing operations) . . . . . . . . . .  
Assets held for sale . . . . . . . . . . . . . . . . . . .  
Assets of discontinued operations . . . . . . . . . .  
Long-term debt (continuing operations) . . . . . .  
Equity . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Shares of common stock outstanding . . . . . . . .  
Weighted average shares outstanding . . . . . . . .  

- 6% 
12% 
14% 
8% 
6% 

23% 
4% 
3% 
1% 

$ 284,445 $ 628,527 $ 496,068 $ 482,858 $ 610,950 
6,955,006 5,771,745 5,292,932 4,872,852 4,523,148 
3,509,767 2,888,718 2,705,087 2,394,787 2,037,193 
1,212,307 1,060,704 1,033,238 1,023,622 863,934 

673,515 595,710 598,397 556,559 511,628 
3,062,289 2,107,460 1,775,338 1,583,902 1,409,512 
1,512 1,25 1 2,12 1,185 1,994,02 1 1,880,461 1,879,433 

262,660 262,076 259,149 250,994 239,148 
261,744 260,481 258,879 260,226 261,286 

Per-Share Data‘4’ 
Basic net income (loss) per share of common 

stock . . . . . . . . . . . . . . . . . . . . . . . . . .  nla $ (0.11) $ 0.55 $ 0.22 $ 0.04 $ 0.68 
EBITDA per share from continuing operations . . 5% 1.95 1.46 1.53 0.83 1.72 
EBITDA per share from discontinued operations . 6% 0.17 0.14 0.15 0.14 0.16 
Total Company EBITDA per share . . . . . . . . .  5% 2.12 1.60 1.68 0.97 1.87 
Book value per share . . . . . . . . . . . . . . . . . .  1% 6.57 7.37 6.93 6.45 6.42 

Other Financial Data 

Common equity market capitalization (in 

Equity market capitalization (in billions). . . . . .  nla 3.7 4.0 2.3 2.6 2.8 
Market capitalization (in billions)(s’ . . . . . . . . .  nla 6.8 6.1 4.2 4.3 4.2 

Long-term debt to long-term debt and equity . . nla 61% 50% 47% 46% 43% 

billions) . . . . . . . . . . . . . . . . . . . . . . . .  nla .$ 3.5 $ 3.7 $ 2.1 $ 2.4 $ 2.6 

Note: Where there was no amount in 1995 or a negative amount in 2000, nla is presented in the compound annual growth rate column. 

(1) Out Incumbent Local Exchange Carrier (ILEC), Electric Lightwave, Inc. (ELI) (our Competitive Local Exchange Carrier) and our natural gas and 
electric businesses. The natural gas and electric businesses are presented in continuing operations in selected income statement data and as Assets 
held fot sale in the balance sheet data. We are reporting our water and wastewater businesses as discontinued operations. All prior years have been 
restated to conform to current presentation. Continuing operations reflect the elimination of intercompany transactions (see segment footnote in 
the SEC Form 10-K). 

1999 includes a gain of $69.5 million ($42.9 million net of tax) on the sale of Centennial Cellular stock, a gain of $67.6 million ($41.7 million 
net of tax) on the disposition ofcentury Communications Corp. stock and a gain of $83.9 million ($51.8 million net of tax) on the disposition of 
an interest in a cable joint venture (the Century Communications Corp. and cable joint venture gains occurred in the fourth quarter of 1999). 
1998 includes the cumulative effect of a change of accounting principle of $2.3 million, net of tax. 

(3) EBITDA is operating income plus depreciation and amortization. 

(4) Calculated based on weighted average shares outstanding. 

( 5 )  Equity market capitalization plus long-term debt. 

(2) 



ILEC Sector 

C I T I Z E N S  C O M M U N I C A T I O N S  C O M P A N Y  
S E C T O R  F I N A N C I A L  A N D  O P E R A T I N G  D A T A  

($ in thousands, except operating data) 

Fiue-Year 
Compound 

Annual 
Growth 2000 1999 I998 I997 199G 

Select Income Statement Data 
Revenue 

Network access services. . . . . . . . . .  9% $ 513,431 $ 503,634 $ 432,018 $ 403,990 $ 391,151 
Local network services . . . . . . .  10% 314,343 276,468 266,558 250,521 232,904 
Long distance and data services . . . . .  43% 83,703 76,495 96,584 90,747 59,072 
Directory services . . . . . . . . . . . . .  5% 32,266 27,939 26,934 3 1,982 30,248 
Other . . . . . . . . . . . . . . . . . . . .  16% 62,626 64,732 45,352 48,922 50,084 
Eliminations"' . . . . . . . . . . . . . . .  97% (42,626) (46,031) (32,407) (23,573) (11,250) 

Total revenue . . . .  10% 963,743 903,237 835,039 802,589 752,209 
. . . . . . . .  49% 77,134 79,507 89,514 107,427 61,432 

Depreciation and amortization . . . . .  19% 276,250 226,141 181,656 175,363 148,022 
Other operating expenses . . . . . . . .  10% 455,160 538,794 441,770 549,293 323,501 
Acquisition assimilation expenses"' . . d a  39,929 3,916 - - - 

. . . .  . . . .  97% (42,626) (46,031) (32,407) (23,573) (11,250) 

. . . . . . . . . . .  -4% 157,896 100,910 154,506 (5,921) 230,504 

EBITDA and Capital Expenditure Data'3' 
7% $ 434,146 .$ 327,051 $ 336,162 $ 169,442 $ 378,526 

. . . . . . . .  45 % 36% 40% 21% 50% 

assimilation expenses . . . . . . . . . . .  9% 474,075 330,967 336,162 169,442 378,526 
EBITDA excluding acquisition 

EBITDA margin excluding acquisition 

Capital expenditures . . . . . . . . . . . . .  25% 350,209 227,176 201,453 263,011 184,041 

Select Balance Sheet Data  

assimilation expenses . . . . . . . . . . .  49% 37% 40% 21% 50% a 
. . . .  12% $3,558,562 $2,422,572 $2,438,978 $2,313,535 $2,204,149 
. . . .  9% 2,593,746 2,106,299 2,122,858 2,022,176 1,844,050 

Operating Data  
Access lines 12% 1,371,200 996,757 951,513 895,880 834,180 
Switched access minutes of use (in 

millions). . . . . . . . . . . . . . . . . . .  13% 5,755 5,224 4,526 4,496 425 1 
Employees . . . . . . . . . . . . . . . . . . .  8% 4,212 3,723 3,562 3,520 3,290 
Citizens' long distance minutes of use (in 

millions). . . . . . . . . . . . . . . . . . .  46% 5 64 570 704 849 386 
Citizens' long distance in-territory 

customer market share . . . . . . . . . .  18% 14% 24% 24% 27% 21% 

Note: Where there was no amount in 1995 or a negative amount in 2000, d a  is presented in the compound annual growth rate column. 

( I )  Eliminations represent activities between our local exchange operations and our long-distance operations. 

(2) Represents expenses associated with the compkted and pending acquisitions of approximately 2 million telephone access lines. 

( 3 )  EBITDA is operating income plus depreciation and amorrization. 

(4) EBITDA divided by total revenue. 



Electric Lightwave, Inc. 

C I T I Z E N S  C O M M U N I C A T I O N S  C O M P A N Y  
S E C T O R  F I N A N C I A L  A N D  O P E R A T I N G  D A T A  

($ in thousands, except operating data) 

Five-Year 
Compound 

Annual 
G m f b  2000 I999 I998  1997 1996 

Select Income Statement Data  
Revenue 

. . . . . .  Network services . . . . . . .  40% $ 77,437 $ 53,249 $ 36,589 $ 33,522 $ 19,947 
Local telephone services . . .  171% 98,643 77,591 38,169 10,565 2,533 

Data services . . . . . . . . . . . . . . . . . . . . . .  99% 51,579 29,470 13,813 8,857 5,705 
Long distance services . . . . . . . . . . . . . . . .  59% 16,318 26,698 12,309 8,140 7,232 

Total revenue . . . . . . . . . . . . . . . . . .  68% 243,977 187,008 100,880 61,084 35,417 
74,105 79,948 50,957 29,546 15,782 

169,872 107,060 49,923 31,538 19,635 
Depreciation and amortization . . . . . . . . . . .  57% 61,663 36,505 17,002 11,167 5,549 

. . . . . . . . . .  52% 168,085 164,621 106,704 54,466 38,053 

. . . .  30% (59,876) (94,066) (73,783) (34,095) (23,967) 

EBITDA . . . . . . . . . . . . . . . . . . . . . . . . . .  n/a t 1,787 $ (57,561) $ (56,781) $ (22,928) $ (18,418) 
EBITDA and Capital Expenditure Data'') 

Capital expenditures"' . . . . . . . . . . . . . . . . . .  33% 112,285 185,395 200,000 124,549 41,607 

Select Balance Sheet Data 
Total assets. . . . . . . . . . . . . . . . . . . . . . . . .  50% $949,774 $775,234 $532,309 $359,962 $195,656 
Gross plant . . . . . . . . . . . . . . . . . . . . . . . .  43% 978,327 771,947 528,582 328,664 189,334 

Operating Data 

Route miles . . . . . . . . . . . . . . . . . . . . . . . .  50% 5,924 4,052 3,091 2,494 1,428 
Fiber miles. . . . . . . . . . . . . . . . . . . . . . . . .  42% 297,284 214,864 181,368 140,812 97,665 

Access line equivalents . . . . . . . . . . . . . . . . .  nla 200,231 161,555 74,924 34,328 8,779 

Customers . . . . . . . . . . . . . . . . . . . . . . . . .  4 3 % 2,401 2,371 1,644 1,165 763 
Buildings connected . . . . . . . . . . . . . . . . . . .  25% 85 1 824 766 610 438 

e 
Employees . . . . . . . . . . . . . . . . . . . . . . . . .  39% 1,161 1,167 1,090 573 402 
Revenue per employee. . . . . . . . . . . . . . . . . .  21% $210,144 $160,247 .$ 92,550 $106,604 $ 88,102 

Note: Where there was no amount in 1995 or a negative amount in 2000, n/a is presented in the compound annual growth rate column. 

(1) 

(2) Excludes capitalized leases. 

EBITDA is operating income plus depreciation and amortization. 



Gas Sector 

C I T I Z E N S  C O M M U N I C A T I O N S  C O M P A N Y  

S E C T O R  F I N A N C I A L  A N D  O P E R A T I N G  D A T A  
($ in thousands, except operating data) 

Five-Year 
Compound 

Annual 
G w t b  2000 1999 1998 1997 I996 

Select Income Statement Data 
Revenue 

Residential . . . . . . . . . . . . . . . . . . . . . . .  8% $161,925 $143,314 $150,386 $145,016 $134,888 
Commercial . . . . . . .  25% 121,890 100,332 109,259 64,004 49,633 

12% 63,060 46,054 47,497 30,366 40,230 
. . . . . . . . . . . . . .  2% 3,061 2,641 3,657 3,251 2,403 

13% 349,936 292,341 310,799 242,637 227,154 
. . . . . . . . .  3% 4,870 6,238 2,435 2,622 5,519 

33% 19,945 8,407 12,189 6,839 6,946 

16% 229,538 152,667 166,829 139,900 127,913 
Gross margin . . . . . . . . . . . . . . . . . .  10% 145,213 154,319 158,594 112,198 111,706 

Depreciation . . . . .  10% 19,228 22,203 24,084 15,587 10,953 
18% 117,717 100,092 92,285 67,411 66,997 

Operating income . . . . . . . . . . . . . . . . . . . .  - 20% 8,268 32,024 42,225 29,200 33,756 

EBITDA and Capital Expenditure Data'') 
EBITDA . . . . .  . . . . . . .  -6% $ 27,496 $ 54,227 $ 66,309 $ 44,787 $ 44,709 
Capital expenditures . . . . . . . . . . . . . . . . . . .  12% 51,456 66,951 45,768 47,880 27,691 

Select Balance Sheet Data 
Total assets. . . . . . . . . . . . . . . . . . . . .  14% $667,651 $590,713 $554,028 $530,696 $381,740 

. . . . . . . . . . . . . . .  14% 374,751 306,986 325,423 252,098 239,619 

Net planr . . . .  . . . . . . . . . . . . . .  15% 531,885 498,219 444,126 423,533 281,220 

Operating Data 
Customers . . . . . . . . . . . .  5% 473,527 466,576 457,200 446,100 371,244 

Customers per employee . . . . . . . . . . . . . . . .  - 463 45 1 449 483 465 
Employees . . . . . . .  6% 1,022 1,035 1,019 92 3 799 

Gross margin per employee. . . . . . . . . . . . . . .  4% $142,087 $149,100 $155,637 $121,558 $139,807 
Billion Cubic Feet of gas throughput . . . .  - 2% 73.7 79.4 108.8 80.3 73.9 

~ 

Note: Where there was no amount in 1995 or a negative amount in 2000, nla is presented in the compound annual growth rate column 

(1) EBITDA is operating income plus depreciation and amortization. 



S H A R E H O L D E R  I N F O R M A T I O N  

S T O C K  M A R K E T  I N F O R M A T I O N  

On February 24,1992, Citizens Utilities commenced trading on the New York Stock Exchange under the symbols 
CZNA and CZNB for Series A and Series B, respectively. Effective August 25, 1997, Citizens Common Stock Series A 
and Common Stock Series B were combined into a single series common stock trading on the New York Stock Exchange 
under the symbol CZN. Citizens Equity Providing Preferred Income Convertible Securities (EPPICS) is listed on the 
New York Stock Exchange under the symbol CZNPr. 

At the Annual Meeting of Shareholders on May 18, 2000, the shareholders of the company voted to approve a 
change in the name of the company from Citizens Utilities Company to Citizens Communications Company. The 
approval of this proposal had no effect upon the company’s stock symbols or upon certificates issued by or on behalf of the 
company.’ 

As of February 28, 2001, the approximate number of registered holders of the company’s common stock was 
37,753 according to Citizens’ transfer agent. 

The table below lists the high and low prices per share for the periods shown. These prices were taken from the 
daily quotations published in The Wall Street Journal during the periods indicated. 

I” Quurter 2”’ Quarter 3& Quartw 41b Quarter 
Htnb LOW Hznb LOW Ntnb LOW High LOW 

2000 
C Z N . .  . . . . . . . . . . . . . . . . . .  $17.06 $13.75 $18.00 $14.31 $19.00 $13.00 $15.31 $12.50 
CZNPr . . . . . . . . . . . . . . . . . .  $64.75 $55.75 $67.50 $57.13 $71.75 $52.63 $59.56 $50.13 

1999 
C Z N . .  . . . . . . . . . . . . . . . . . .  $ 8.50 $ 7.25 $11.50 $ 7.69 $12.44 $10.88 $14.31 $10.94 
CZNPr . . . . . . . . . . . . . . . . . .  $42.50 $38.63 $48.63 $40.25 $52.00 $48.63 $56.38 $48.94 

The December 29, 2000, prices for Citizens Common Stock were $13.13 high, $12.69 low, and for CZNPr $53 
high, $51 low. 

C O M M O N  S T O C K  

Citizens historically declared and issued quarterly stock dividends on its common stock based on the number of 
whole shares owned on the record date for that dividend. Under current statutes and regulations, stock dividends are not 
taxable when received and are treated as capital transactions for federal income tax purposes, when and if sold. Gain or 
loss is based on the difference between sales price and adjusted basis per share. 

Effective with the first quarter of 1999, Citizens discontinued paying dividends on its common stock. As a result, 
the Stock Dividend Sale Plan is inactive. 

Book Entry 

Book entry provides registered shareholders of Citizens Common Stock with statements reflecting the number of 
shares credited to their accounts as a result of stock dividends and purchases. A shareholder may receive certificates 
representing his or her stock dividends andlor purchases by completing the reverse side of the quarterly statement and 
mailing it, or a written request, to the company’s transfer agent, Illinois Stock Transfer Company. 

Direct Stock Purchase and Sale Plan 

Registered shareholders may enroll in Citizens’ Direct Stock Purchase and Sale Plan. Street name shareholders may 
participate in the Plan if their brokers or custodial institutions establish procedures permitting them to do so. The Plan 
provides shareholders with a convenient method for purchasing additional shares of Citizens Common Stock by making 
optional cash payments. Under the Plan, the price shareholders pay for Citizens Common Stock is based on an average 
market price during the purchase period and includes a commission of two cents per share if the shares are purchased on 
the open market. There is currently a $6 transaction fee to purchase stock through the Plan. The Plan also provides 
shareholders with a way to sell shares of Citizens stock. There is a fee of $15 and a two cents per share commission for 



C I T I Z E N S  C O M M U N I C A T I O N S  C O M P A N Y  

S E C T O R  F I N A N C I A L  A N D  O P E R A T I N G  D A T A  
($ in thousands, except operating data) 

Five- Year 
Compound 

Annual 
Electric G w t b  2000 1999 1998 1997 1996 

Select Income Statement Data 
Revenue 

Residential . . . . . . . .  8% $ 106,842 $ 87,471 $ 80,887 $ 79,808 $ 79,893 
. . . . . . . . .  4% 62,521 60,713 57,617 55,805 55,826 Commercial . . .  

Municipal . . . . . . . . . . . . . . . . . . . . . . .  2% 8,570 8,719 8,265 8,555 8,175 
Total distribution. . . . . . . . . . . . . . . . . .  6% 225,202 197,948 186,162 186,377 188,059 

Other . . . . . . . . .  . . . .  nla (2,130) 5,874 4,145 5,093 4,238 
Total revenue . . . . . . . . . . . . . . . .  5% 223,072 203,822 190,307 191,470 192,297 

Electric energy and fuel oil purchased . . . . . .  6% 113,965 98,533 87,930 94,726 93,191 
Gross margin. . . . . . . . . . . . . . . . . . . . . . .  4% 109,107 105,289 102,377 96,744 99,106 

Industrial . . . . . . . . . . . . . . . . . . . . . . .  4% 47,269 41,045 39,393 42,209 44,165 

Depreciation . . . . . . . . . . . . . . .  

EBITDA and Capital Expenditure Data 

Select Balance Sheet Data 
Total assets . . . . . . . . . . . . . . . . . . . . .  2% $ 544,656 $ 469,991 $ 479,210 $ 492,926 $ 482,194 
Net plant . . . . . . . . .  . . . . .  2% 421,443 411,552 386,299 388,162 393,475 

Operating Data 
Customers . . . . . . . . . . . . . . . . . . . . . . . .  3% 123,562 120,745 115,400 111,800 109,802 

Customers per employee . . . .  . . . . . . . . .  3% 370 354 320 369 318 
4% $ 326,668 $ 308,765 $ 283,593 $ 319,287 $ 287,264 

Megawatt hours sold . . . . . . . . . . . . . . .  4% 1,943,370 1,806,830 1,745,419 1,655,121 1,691,384 
Megawatt hours generated. . 2% 389,552 353,792 367,285 353,390 352,261 
Megawatt hours purchased . . . . . . . . . . . . . .  5% 1,720,972 1,596,311 1,533,163 1,533,584 1,395,073 

Employees . . . .  . . . . . . .  - 334 341 361 303 345 

Note: Where there was no amount in 1995 or a negative amount in 2000, nla is presented in the compound annual growth rate column. 

(1) EBITDA is operating income plus depreciation and amortization. 



each sales transaction. For information and/or an enrollment form for this Plan, please contact Illinois Stock Transfer 
Company. 

Stock Safekeeping Program 

The Safekeeping Program, which is voluntary, allows shareholders to mail their stock certificates to Citizens’ 
transfer agent, Illinois Stock Transfer Company. Upon receipt, Illinois Stock Transfer credits the shareholder’s account 
with the appropriate number of book entry shares, cancels the actual certificates, and issues a statement reflecting the 
transaction. A shareholder requiring certificates for sale or pledge may request them in writing (by mail or fax) at any 
time from the transfer agent. For information about this program, please contact Illinois Stock Transfer Company. 

C I T I Z E N S  E P P I C S  

Citizens currently declares quarterly distributions on its EPPICS, payable in cash. Citizens EPPICS must be 
purchased through and held by a broker or custodial institution. Please contact your broker, custodial institution or 
Citizens’ Corporate Communications department for additional information about this security. 

S T O C K  T R A N S F E R  A G E N T  

Registered shareholders with inquiries concerning stock transfers, account consolidations, lost certificates, changes 
of address, receipt of duplicate material, and any other account-related matters should contact Illinois Stock Transfer 
Company by telephoning 800.757.5755 or 312.427.2953, or by faxing to 312.427.2879, or by writing to Citizens 
c/o Illinois Stock Transfer Company, 209 West Jackson Boulevard, Suite 903, Chicago, IL 60606-6905. 

W O R L D  W I D E  W E B S I T E S  

Company information, including quarterly and annual financial publications, press releases, remarks by Citizens’ 
senior management, and other materials, may be found at www.czn.net. For information about Citizens 
Communications’ products and services, visit www.cirizenscommunications.com. 

S H A R E H O L D E R  I N Q U I R I E S  

Investor material is available on Citizens’ website at www.czn.net. In addition, annual financial information is 
mailed to shareholders. Questions concerning these materials may be directed to Corporate Communications at Citizens’ 
corporate headquarters by telephoning 800.248.8845. Additional copies of this report, the company’s 2000 Form 10-K 
report filed with the Securities and Exchange Commission, and other written information about the company may be 
requested by telephoning 800.248.8845; faxing to 203.614.4602; or emailing Citizens@czn.com. 

C O R P O R A T E  H E A D Q U A R T E R S  

Citizens Communications 
3 High Ridge Park 
Stamford, CT 06905-1390 
Tel. 203.614.5600 
Fax 203.614.4602 
Email Citizens@czn.com 

http://www.czn.net
http://www.cirizenscommunications.com
http://www.czn.net
mailto:Citizens@czn.com
mailto:Citizens@czn.com
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Balnrxre nr 33W.xrnh 32, am .......................................... 

B W  at k m k t  31,2WI . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

P23 
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~~~~ ~~ 

D i w y i t l d ,  - - 
B i a k - k  ime- nxe .................................................. 6 3 %  5.32% 
B e l *  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6yioars 6- 

...................................................... 
l i k p m e d w ~  .................................................. 30% 
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Btalnncv iu &ember 31,19!28 ................................... ~ , ~ ~ 2 ~ ~  $ 8.91 
Optim g m d  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,487;urx) 8.64 
cprions k z x w 5 8 d  .......................................... l3ajLrmD 8.46 
ap~ims cnnceted, brFeirRd or IqBtYf. gi79,mO) 8.48 

8.59 6,5J97wx> 
*xims grand ........................................... 5,758,rnM 13.31 
Q s k Y l M  dlcrKid t~~~~~~~~ 8.21 
Opriann caavzlcxd, ti.l&eid or ~~~~~~~ 

Relaace as Kkvmnber 31,21K)O . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  H3,7Ml,W i 1.37 
apnm gmnuxl ........................................... ~ , ~ ~ ~ * ~  13.62 
Qpticm,s txerch& . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ~~~~~~~ 132 7 
Dpriwin eaxcekd, b&id or h&. ~~~~~~ 11.62 

Balmm W m h r ? r  31,2001. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ~ ~ , ~ ~ ~ + ~  12.69 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Balnms 2u I4ecembr 31,11599 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  * 

.......................................... 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  10.27 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

a 
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Bal-;rr j a n w  1,123y31d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,931,m 912.34 
OptiQBS gEUtR'd . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1.989@## 9.5% 
f & f ~ ~ k F 4 ~ ~ ~ .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ~ ~ 1 ~ , ~ ~  9.73 
*rims cmsdd,  hdeiBX1 or la+ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ( & O * ~ r n ]  10.12 

B k  ixt h m h r  3%, lm ................................... 3,524,aOcl. 10.96 
c3pk?ns gtimwd . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,720,WI 19.08 
Opdans f?xX%&iled.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (456*rnI 1 l . O Q  
Jsprirnis cm~eld,  tirrfrjsacl or lapsed . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (1,017,W~ 13.GJ 

Bd- at Derwnbcr 3 1 , 2 m  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  .4,771,m 15.04 
S3ptiWlSS g m d  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  86.m 4 3 6  
-Qprirm;s cancletecl, fa&irexil ar lapsed . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ~~~~~~~~~ 15.33 

a 
Bialarpcre tu December 31,20-01 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,77'o,Oc40. 614.73 
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T&$. $ 730877 8 - - $  $ - $ 730,877 . . . . . . . . . . . . . . . . . . . .  

~~~~~~~~~ tax ~~~~~ a- kdemf w a v  m e  . . . . . . . . . . . . . . . . .  J5.8% 33.0% 
Stme h c o m  xiax ~ ~ j s ~ ~ - ~ ~ ~ i ~ ~ ,  wt diidemi in-e tax . . . . . . . . .  r6.&% 
~~~~~~~~a~ mssm . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  FlE.7W 0.0% 

n d l r  h - w m  ine- . . . . . . .  ."" . . . . . . . . . . . . . . . . . . . . .  5.4% 
w rimxigh +driuriaa . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  @L9F% 

ZiUE m m  ailjuszn#mr . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1.0% G"&% 
~~~~~~~~~~~ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  0. 8.71 
m csrhar, WX . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4 3 3 %  

za4% 32.3% 

(1i~E3w1& 

F-3 3 
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~ ~ ~ 

i w w  r e  uefm: 
Begdarq  I&i.liries . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  I 1,Mi 
Md invcarmar s;ls d t t s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,416 3,157 

2.416 4.7w 
- 

Ma d e & d  incarne xax kbiiity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $429344 5451,312 

8-33 
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d ,  

%ral Cui-feac . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  I .  ............ 131,839) ~~~~~~~ &3T2sB 
~~ ~ _ _  ~ ~- 

z3etkd. 
Ffdernl . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
~~~~K~~~~~ ......................................... 
s h l c .  . . . .  . . . . .  . . . . . . . .  6, 7,449 1,426 

__. 

Tomi L&mx?K,l, . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  z 7 m o  33.215 26 

S I I ~ C ~  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  c i ~ ~ o s )  m m 2 9  wwu 

Tad r u m  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  J$67 3,161 Val 
I3&%€mi: 

F W  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2J2C 2;2& 3,595 
I-KmtRX&t5 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (3323 (32Q [SZO) 
S ~ . ‘  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  686 6513. sliz 

%tnl &hMi . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,080 3,354 3937 
-. 

Suubmznl . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  EI*!NJ 3 7 2 1  3,917 

Subrmd . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (3.8521 Ob52l f33521 

iflmm 

&kd 

kredioed) m the incorn m w m m  hr 
Dism h ’ C S t W Y X  Qf- FftXMX.ki ~%CWUnT%l~ %t% 

F a  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  173W - - 
5. - - .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  G,lsr 

SubmL _I - . . . . . . . . . . . . . . . . . . . . . . .  .:, ......................... 21.M;r 

.- - 
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Sw tbu s a r M  Durrmk 3 t, 
dD0J , 24KM 2 999 

IJ fn t ~ J ~ ~ ~  

pmdirww . . . . . . . . . . . . . . . . . . . . . . . . . . .  $529,897 $534,243 $5@,?31 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  &Ed capid f%ql!diratres BZ1 X * x %  6,599 

~~~~~~ 

L&sa?Am&P 3 I ,  

- itaa i 2GcOQ 

ASMtS 

~~~~~~~~~. ............ " . ? .  .......................... 
c i m 1 m t - c s  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Dkont ind  opermhas . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  746,783 717,602 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
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A m :  
l3ekmed inwmmaJact5. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  d 3jl,4%? 
I k f e d  E ~ Z  af mrrrtadnnry plant rrrtiremcnw. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  21348 
l 3 d k d E h W  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6,885 

~ lmtwhtd  ...................................................... FiQ259.) 
f k - f i ~ d  incrmx mx lkbilitim . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (23 3 1) 

Ldif kits: 

P t r - G P C C h p  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  40923 
InLmmi? *Ix h & t . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7,292 

~~~~~~~~ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $43,631 

Yxuirclri.n& ~ i & z c i w ~ c  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6.4 5.6 
Cinrdt‘Brtguipmmr 4.3 4.9 
Capprrmt!”  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  8.5 7.7 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
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v >  

be&wih CQQf 

FL& SWtUt3 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 38,364 ${32,&4 
~ f l . ~ ~ ~ ~ ~ ~ ~ a ~ ~  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  103 

~~~~~~~ prist .%WkC cxtst . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  fL,SWI 1,795 
U=@.ad xtm w m  CgPinlPho . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  9 w a  21,900 

~~r~~~~~ Lm&t a. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $133,687 $ t.8,$26] 
. 

c-*n*nts at M Z E  pdodic ̂ berrefi& eocrr 

3nt-t cm1: on pm)Pad bdt  obiigathn ....................... 37,680 18,732 17,200 
l&?twil m plan CEiSms . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  M4,8'423 4LY,Y431 E15),UB23 
Net mminztion and d&xd. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (29;Lb 1% 175 

&m&e cost . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $14,065 $ t 2 w  $13234 
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(0  ;a €$mswht 

a m p  in bcn& abiwrsn 
BenXlr r*bIigxioSr .at begioning d yew. ................................. .t3 5 9 , W  S 4'51,528 
S e m k C C r n E .  ................................................... 937 652 
hRMleCW ................................................... 8812  3,943 
Plan pnitkiprs '  conrribwhns. ...................................... 1$123 730 
~ ~ . ~ n ~ ~ ~ ~ ~ ~ ~ ~ t ~  ........................................... 114,223) l8XU 
~ ~ ~ ~ , ~ ~ ~ # ~  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  243,321 8,753 
Acquisiri*os . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  IrY,&lz .3,44n 

Be&m paid.. ................................................. ( 5 d m  {2.Y%? 

Bm&t ub2igatim iw md, of year. ..................................... $ a90,3zfa $49,191 

am@ ia plsn as*&% 
mt vdw I& p h t  $sF*'Ts at inning d year. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 25,413 4 2 D , M  

Be&= paid.. / 1 . , m g  - 
Hmployer cx~~ctihutjm ............................................ L498 1,498 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,334 2,361 kquisifions 

2 0  - Armrrrdments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

....................................... 310 1.093 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

-_I_ .___._ ________. 

.................................... 
keeaar.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
.i - 
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Par $Xu p a m  rtukd Iksmatrcr 31, 
m 0 1  2OW 1999 

Qmmnmcr UT net *Q& prn&=enz k d i r  FsseL 
* E r n  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  g 957 d 652 $ aar 
Irnterctst wt CYIR pmjtctd kli&rt ~~~$~~ , 3,431 
~ f l ~ . ~ ~ ~ ~  .......................................... GVmj f1,rnI I r s u l  
Ner armrtimiiian and M m d  ................................... 229 Tt7.0) G.328'1 

- 0757) - 
491 - - 

~ z p i s i t i o o  &ail@!D%3 II 581 _. 

. * . . , . . " * , . . " . " . . * , * . x . f3mz 3,943 

nglo S e r . . . . . . . . . . . . .  . . . . . . . . . . . . . . . . . . . . . . . . . . .  
) ~ ~ a  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
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a4 ~~~~ &VI3 ~~~~~~3~~~ Kamhw.i) 

W e  l.csm4mr cemh &gw opemcions io  kued premises and Jaa I- gwwin qviipnuent PJad a.her wets pawuamr 
to apl3sing k e s ,  Futurr: minimum nmrml c a h n c B  b r  $1 lmg-wrm nom-&le apcming h c a  hirz 
#ntin%Gq o p ~ o n s  as hllaats: 

Yadr nnexwt  
- -_I_- _I-.-- 

I$ &Y S h J d l  

m,::.*.-*? . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 25,737 
2m3 .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  23,933 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  19.135 
(NTOJ ............................................................. ,;lsi*c;Oz 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  15,521 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  m&Y 

-1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $161817 
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(24) co 
ttpe mmC m m - c  mk rtimtmaMy a-ie. Ac 't4eCe-mk 31,2008, the ekriawed hm L3Wms.w for Ion& diST"BFaL?e 
contracts, a d  capacity and mmgy that p 7 ~  an obligrrtad far SJSC as iid10-w~: 

Yrar IMiC/:liBLI S o w h s  n*Wl 
PmQ& 

i# is tBm4t 

m 2 . .  ................................................ f&,62T 4 36726 4105,353 
ZN3 ................................................ 43,w 33,040 7dOSQ 
2WM. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  15,6?8 33,541 51,219 
a m 5  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - 29,116 BJ95 
.6 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - 29JI16 29,706 
rtamdmr ............................................. - 281,345 281,345 

Tml . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

J d  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  82,938 
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s&xt k n o J l e  3m-7 BtIw 
a-m 

NtmwIrk~ircd ....................... 
Xung &mat% 6 c p s  .................... 
Dkta%miem .......................... 

T Q d  m a a c  .......................... 
Memnk WCW. . . . . . . . . . . . . . . . . . . . . . . . .  
~~~~~~~ mqn?m . . . . . . . . . . . . . . . . . . . .  

Gmekaxa;ugh.. . . . . . . . . . . . . . . . . . . . . . . . . .  
Dcpna;iritlom and &mo.rrjzatian . . . . . . . . . . . . . . .  
C3tk.r qxrariug qxmm . . . . . . . . . . . . . . . . . .  

O * h h  .......................... 

. . . . . . . . . . . . . . . . . . .  

. .  
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SCHEDULE G 
COST OF SERVICE 

AND 
SCHEDULE H 

EFFECT OF PROPOSED RATES 

REVISED 
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